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The Reds Broke Through 


6, 


Marine S/Sot. 
Archie Van Winkle 
Medal of Honor 











FS aenie IN DARKNESS, a superior Red force had 
smashed through B Company’s defense line, near 
Sudong. Staff Sergeant (now Second Lieutenant) Van 
Winkle’s platoon lay pinned under murderous fire. The 
entire Company faced destruction, 


Passing a command through his platoon, the sergeant 
leaped from cover, led a desperate rush against the enemy. 
A bullet shattered his left elbow, but he kept going. The 
left-flank squad got separated. Sergeant Van Winkle dashed 
40 yards through heavy fire to bring it in. An exploding 
grenade seriously wounded his chest. Still, lying on the 
ground, he continued to direct the fighting. 

Finally he was evacuated, unconscious from loss of 
blood; but the breakthrough had been plugged, the Com. 
pany saved, 


“I found out firsthand,” says Sergeant Van Winkle. 


“that the Reds respect only one thing—strength. But Amer- 
ica has plenty, thanks to our armed forces who serve in the 
field—and good citizens at home who invest in our country’s 
Defense Bonds! I believe in Bonds—as savings to protect 
my family and as strength to protect my country. | own 
them—and I hope you do, too !” 


K * * 


Now E Bonds pay 3% ! Now, improved Series E Bonds start pay- 
ing interest after 6 months. And average 3% interest, compounded 
semiannually when held to maturity. Also, all maturing E Bonds 
automatically go on earning—at the new rate—for 10 more years. 
Start investing in Series E Bonds through the Payroll Savings Plan: 
you can sign up to save as little as $2.00 a payday if you wish. 


and prosperity save with U.S. Defense Bonds! 
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MY DIVIDENDS 


, ORIGINAL PREFERRED STOCK 
\ DIVIDEND NO. 176 


4 CUMULATIVE PREFERRED STOCK 
) 4.32% SERIES 
DIVIDEND NO. 25 4 


The Board of Directors has ff 
authorized the payment of the 
following quarterly dividends: ) 

50 cents per share on Orig- 9 
inal Preferred Stock; , 

27 cents per shareon Cumu-_ 9f 
lative Preferred Stock, 4.32% ¢ 
Series. ( 

The above dividends are pay-  [{ 
able June 30, 1953, to stock- 4 
holders of record June 5, 1953 ? 
ty «Checks will be mailed from the , 
Company's office in Los An- 
geles, June 30, 1953. 


“2.2.2 <4 


P.C. HALE, Treasurer 


§ May 15, 1953 
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REEVES BROTHERS, inc. 
DIVIDEND NOTICE 

A quarterly dividend of 30c per 
share has been declared, payable 
June 15, 1953, to stockholders 
of record at the close of business 
June 1, 1953. The transfer books 
of the Company will not be closed. 

J. E. REEVES, Treasurer 


May 18, 1953. 
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THE PRESIDENT’S TAX MESSAGE .. . The President of 
the United States, the other night, paid the American 
people a very great compliment. It was necessary 
for him to give them disappointing news; yet he 
knew that as responsible citizens he could rely on 
their standing up to it. All he had to do was to give 
them the facts in a straightforward manner, and 
this he did very convincingly. 

What the President had to say was a very simple 
thing: that national security and national solvency 
were two sides of the same coin. There could be no 
security without solvency and no solvency without 
security. To provide security, it would be necessary 
to carry the burden of heavy military expenditures 
for a long time. To provide solvency, it would be 
necessary to maintain taxes at their present high 
levels. 

To lower military expenditures below the limit of 
safety meant the risk of war. To cut taxes at the 
present critical juncture meant risking disastrous 
inflation. In either case, the American people would 
be the victim. President Eisenhower wants to make 
sure that neither risk is incurred. This the President 
explained fully. 


Over 45 Years of Service 
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Trend of Events 


er system can be devised; fourth, postponement of 
an increase in the old-age security tax from 144% 
to 2% on both employes and employers; and, fifth, 
the 1951 11% increase in personal taxes to be 
continued until the due date of Dec. 31, 1953. 

The net result of these proposals, if accepted by 
Congress, and which, we may be sure, were reluct- 
antly offered by the Chief Executive is to prolong 
the period of inordinately high taxation. This is the 
inescapable consequence of the tremendous budget, 
notwithstanding the proposed $4.5 billion cut which 
the Administration offers as the first necessary step 
in restoring a balance. The second step is to maintain 
federal receipts at the highest possible level, which 
obviously is the goal of the President’s tax recom- 
mendations. 

The assumption, of course, is that the business 
picture will continue as bright as at the present and 
that tax receipts, accordingly, will continue to flow 
into the Treasury’s coffers unabated. The situation 
would achieve a different aspect, however, were re- 
cessionary influences to develop by the end of the 
year. In that case, tax receipts would diminish and, 
in fact, the present tax rates 





There are five points in the 
President’s tax program. First, 
extension of the excess profits 
tax until December 31, instead 
of expiration on June 30; 
second, repeal of the 5% re- 
duction on the regular corpo- 
ration tax, scheduled for next 
April 1; third, maintenance 
of existing excise tax rates 
beyond April 1, until a sound- 





We recummend to the attention of our 
readers the analytical discussion of busi- 
mess trends contained in our column 
“What’s Ahead for Business?” 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 


would become insupportable. 
It would then be urgent to 
review the entire question of 
taxes and make necessary 
downward adjustments’ as 
quickly as possible. No doubt, 
the President is prepared for 
this contingency should it 
arise. This is only one of 'the 
many difficult problems that 
may have to be met. 


This 
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LIBERALIZING FOREIGN ECONOMIC POLICY ... A bit- 
ter debate is taking place in Washington on the ques- 
tion of liberalizing our policy on foreign trade. Facing 
the hostile attitude of many Congressional leaders 
and rank-and-file members, the best the President 
could do was to ask for an extension of the reciprocal 
trade agreements for another year. 

Senator Cooper of Kentucky, a Republican, re- 
cently indicated the core of the problem clearly. 
In an address to a large group of men active in for- 
eign trade, he stated that the Presidential proposal 
and the accompanying recommendation that a fresh 
study be made of policy in this field must be taken 
seriously as a bold move in revising our fundamental 
trade policies. He further stated ‘that we could not 
maintain our leadership in the world unless we 
proceeded on the basic assumption that our existing 
trade policies were entirely inadequate. 

There is no doubt that revision of basic policies 
in this field, as well as the more obvious technical 
obstacles, is now over-due. The current cliche, “trade, 
not aid’, which is an over-simplication, since both 
“aid” and “trade” are needed, essentially formulates 
the proposition that the trading opportunities of the 
free world must be enlarged if it is to surmount its 
present formidable economic difficulties. This, our 
allies tell us and which we should realistically ac- 
knowledge, can be accomplished best if existing 
trade barriers in the United States are sufficiently 
lowered as to enable our foreign associates to trade 
more freely in our domestic market. There are 
already distinct signs that unless these nations can 
secure greater access to our markets, they will look 
to the Iron Curtain countries. They feel they have 
no other recourse, under existing conditions. 

Thus we are placed squarely on the horns of a 
dilemma, Either we open up our markets on a broad- 
er scale than at present, or we stand by as our allies 
step by step loosen their ties with us. This prospect 
is not a happy one. This is what the President is 
trying to say to the American public when he ad- 
vocates liberalizing our foreign economic policies. 


GOLD COMES TO THE FORE AGAIN .. . Economists in 
many countries are reviving the ancient debate on 
whether gold should be restored as a monetary 
standard. The public, at least in this country, is in- 
different, probably because it hasn’t got any gold 
and never expects to. On that score, the average man 
seems more realistic than the pundits. 

While there is not much enthusiasm for restora- 
tion of a gold standard in the United States there 
has been some agitation in favor of official devaluation 
in terms of gold. In fact, after the election there 
were some who thought the Eisenhower Administra- 
tion might be sympathetic to such a move. But the 
President is encountering other problems that seem 
much more urgent so that devaluation will have to 
wait for quite a while. 

In the meantime, the public which has no interest 
in academic discussions on gold, is deeply concerned 
with such practical questions as employment, taxes, 
money rates and the cost of living. It is in this area, 
rather than in gold, that future government policies 
will be the predominant force in shaping economic 
trends. This, however, will not interfere with the 
age-old craving of economists to argue endlessly 





among themselves as to the relative merits of the 
yellow metal. Apparently, it is an occupational 
disease difficult to overcome. 


TROUBLES IN THE SOFT COAL INDUSTRY ... The 
twenty percent decline in production of bituminous 
coal which took place in the first four months of the 
year highlights the severe conditions in which this 
important industry is operating. No doubt the pres- 
ent situation is aggravated by the recent drop in 
exports but this loss was foreshadowed some time 
ago by the reconstruction of mining facilities in 
Western Europe. Since exports are not likely to 
recover, the industry must look to its home market to 
provide the background of future operations. 

Fundamentally, the position is that the industry 
has been losing ground in the fuel market to natural 
gas, diesel oil and water power. At the same time, 
production costs have been steadily rising with wages 
at the highest levels in history. The result is that 
the industry is operating on an uneconomic basis. 
This particularly applies to the independent oper- 
ators as costs of the so-called “captive” mines, owned 
principally by steel companies, can be more easily 
absorbed. 

Many leaders of the industry believe a solution can 
be found only in increased mechanization and that 
assembly line methods must be adopted in order 
to retain a fighting chance in the competitive market. 
With typical American ingenuity, a more or less 
workable system of continuous operations has already 
been devised and in recent years has been adopted 
by a growing number of companies. Last year, for 
example, 7.8 million tons were produced through 
this manner, comparing with 6.4 million tons the 
previous year. This figure actually would have been 
larger were it not for the steel strike. 

However, before the industry can even make a 
real start towards truly profitable operation, pro- 
duction from continuous operations will have to 
increase far above present figures which amount to 
less than 2% of our annual output. 

In the meantime, the industry remains in an 
unenviable position for which incidentally it has 
Mr. Lewis largely to thank. It may, indeed, be the 
ironical result that Mr. Lewis who fought so hard 
and for so long to give the miners a better life, 
which these hard-working men truly deserve, may 
in fact have been responsible for mechanizing the 
industry, thereby ultimately throwing tens of 
thousands of miners out of work. 


AN UNJUSTIFIED COMPLAINT... There has been a 
great deal of griping over the Treasury’s recent 
hike of interest on government bonds. The new 314“: 
rate, in particular, has drawn the ire of a widely 
assorted lot of complainers, among them business- 
men as well as some politicians. 

It seems to us that the opposition to higher interest 
on government bonds is unrealistic. The facts are 
that the government, as a borrower, must pay the 
going rate. It is unfortunate that its acute need 
should coincide with a striking increase in demand 
for founds from states and municipalities as well as 
commercial but these are the facts. Naturally, when 
demands exceeds the supply the rate goes up. This 
is the way a free market functions. 
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As 9 See Je! 


BY CHARLES BENEDICT 


THE BRITISH-AMERICAN CRISIS 


&Y, was a good thing to have the smoldering 
differences between the United States and Britain 
come out into the open, no matter how shocking it 
was to have Winston Churchill suggest a haphazard 
British-American-Soviet conference as the solution 
for world peace. To 
hear Clement Atlee 
attack our Constitu- 
tion and make un- 
warranted charges 
—just at the time 
when we had reach- 
ed a point of im- 
passe on the Pan- 
monjom truce talks. 

Taking stock of 
these critical out- 
bursts has caused 
us to re-examine the 
British position in 


FOREIGN 





relation to the »\ 
United States — to aa 
reappraise our con- ss i" 


flicting interests. 

It made us realize 
at once, too, that we 
could not possibly 
take part in a con- 
ference where there ¢ 


were two. strikes P 
against us to begin ns 
with, for it was With 


made plain that the 

British Government is inclined toward the Russian 
viewpoint for recognition of Red China, as well as 
for acceptance of the Communist solution for arriv- 
ing at a truce in Korea. 

For the United States to agree to these two condi- 
tions, which Great Britain seems ready to accept, 
would be dangerous in the extreme. It would give 
Russia and Red China a propaganda victory of such 
proportions as to destroy our prestige among the 
people of the world—subordinate the position of the 
United States to Russia in the United Nations— 
extend Communist power over the Asian continent 
—and open up the Pacific to Communist aggression 
and exploitation. 

It goes without saying that we would be signing 
the death warrant of the Nationalists, for recogni- 
tion of Red China would bring demands for the re- 
turn of Formosa—to have and to hold. And Japan 
hemmed in on three sides, would be lost to us and 
absorbed into the Communist orbit. After that the 
Phillipines—and the rest would be in the lap of the 
gods. 
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“WILL THE WINNER BE MOSCOW?” 
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Apolagies to Loring in The Eves 


Why then did Winston Churchill, just as aware of 
the consequences as we are, suggest a meeting of 
expedience, and at the same time express his willing- 
ness to accept a piecemeal settlement which would 
continue the enervating cold war with its potentials 
for economic and fi- 
nancial diaster. Es- 
pecially when the 
kind of settlement 
suggested by Pres- 
ident Eisenhower in 
April would not only 
bring peace, but 
would produce and 
extend world trade 
to the advantage of 
all people including 
the Communists. 
What then had Brit- 
ain to gain from 
handing Russia on a 
silver platter the po- 
tentials for both a 
territorial and an 
economic victory of 
the first order? 

That Churchill is 
under pressure from 
certain groups at 
home and abroad is 
self-evident, vet it 
seems fantastic that 
he should have gone 
so far out on a limb to disrupt British-American 
relations, unless the leftist elements in his country 
are gaining the upper hand. We all know that 
Britain, despite Mr. Atlee, is just as subject to 
pressure as we are in the United States. That British 
politicians are no different from those in our own 
country and elsewhere. 

Pressure from abroad—from Premier Nehru— 
undoubtedly played its part in the latest Churchill 
pronouncement. For Britain is bound to cling to 
India as the key to her position in the Far East in 
the light of her frustration in Iran, the crisis in 
Egypt,—her problems in Malaya, Singapore and 
elsewhere—as she hangs on to the remnants of her 
Empire. 

Churchill is the staunch supporter of this policy 
and is dedicated to the restoration of Britain as a 
world power,—let the chips fall where they may. His 
attempt to take the lead in negotiations to include 
only the United States and Soviet Russia is a clear 
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—Market Clues to Individual Company Prospects— 


In a mixed market there were recent sharp 


trading-range rallies, quickly losing vigor, in 


rails and aircrafts. The past fortnight’s general performance remained indecisive, little 


affected by the President’s tax-policy statem 


ent. Business activity continues high, later pros- 


pects uncertain. A basis for much near-term market change is not apparent. 


By A. T. 


| leadership mainly of rail and aircrafts, 
there was a lift in average stock prices beginning in 
the middle of last week after the President had out- 
lined his tax recommendations in a national radio 
address on the evening of May 19. But it was mostly 
a one-session spurt, inviting enough profit-taking 
to make subsequent changes to the end of the week 
small and indecisive. The industrial average having 
sagged a little in prior days from its best May rally 
level, the upturn did not lift it out of the narrow 
trading range maintained in recent weeks; and the 
change in its level over the past fortnight was in- 


MILLER 


significant. Since making its 1953 low to date on 
April 28, the utility average has shown more of a 
tendency to level out than to rally materially. Since 
the investment appeal of utilities hinges predomin- 
ately on income yield, figured on a comparative basis, 
a ceiling has been put on these stocks by the rise in 
bond yields, including those on tax-exempt muni- 
cipals, to the highest levels since before World 
War II. 

So far as the Dow averages are concerned, the 
recent spotlight has been taken by rails. They had 
been edging up slightly and irregularly from their 
April 23 lows for about three weeks be- 





MEASURING MARKET SUPPORT 


“IME MARKET IS A TUG-OF-WAR... CONSTANTLY SHIFTING SUPPLY & DEMAND PRODUCES THE FLUCTUATI 
TWE MAGAZINE OF WALL ST 


DEMAND for STOCKS 


AS INDICATED BY TRANSACTIONS 
AT RISING PRICES 


SUPPLY OF STOCKS 


AS INDICATED BY TRANSACTIONS 
200 AT DECLINING PRICES 


180 





MEASURING INVESTMENT AND SPECULATIVE DEMAND 


fore coming to life with a bang on Wed- 
nesday, May 20, the average spurting 
- 2.98 points for the sharpest one-day gain 
oa since the summer of 1933. The move in- 
vited profit-taking, rather than fresh de- 
mand, in the Thursday and Friday ses- 
sions; so whether rail performance will 
260 prove to have more than limited trading- 
range significance remains to be seen. 


300 


260 
Performance Still indecisive 
4o 
. It is true that rails did score a fairly 
- 220 sharp net gain on the fortnight, definitely 
extending their recovery phase. At best 
recent levels, the average had made up a 
200 little over 60% of its March-April sell-off. 
The industrial average has so far been 
180 able to make up no more than roughly 
40% of its March-April retreat. Thus, 
there is quite an area for possible interim 





M.W.S. 100 HIGH PRICED STOCKS 
a SCALE AT RIGHT 


market improvement of mere trading- 
range proportions, without any definite 








peo 





ape 


ia bearing on the major trend. The early- 


—— January bull-market high of the indus- 
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trial average was 293.79, and its March 

rally high was 290.64, comparing with 

last week’s closing level of 278.16. The 

STOCKS supply level in the 290-293 area must be 
presumed to be quite formidable. 

Zz, ad Rails made a bull-market high of 112.53 


soe 


ak. 
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is e2 last December, a rally high of 112.21 in 
early January and a rally high of 112.03 
in March. For all practical purposes, that 
is a triple top, less than 4% above last 
week’s best closing level of 108.36; and it 
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must likewise be presumed 
to represent a supply area 
that would require a dy- | .,, 
namic upward thrust to 23 
penetrate. 

There is little in the 
evidence to suggest direct 
stock market response to 
the President’s policy 
statement, except the co- | !%° 
incidence of a rebound on 
the day following its deliv- | 300 
ery. Actually, in the first 
two hours of trading last 290 
Wednesday, changes in the 
averages were fractional. | *® 
Rails and aircrafts began | 41 
to spurt thereafter, prob- 120 
ably giving some psycho- 
logical lift to the indus- 
trial average, and account- Ho 
ing largely for a tempo- 
rary bulge in trading 


210 es 


Th) 


105 


activity. 100 

There was ample basis ™ 
for somewhat better rail 54 
behavior on account of (1) 5 
their superior’ technical 
performance for several 50 
prior weeks and (2) ex- 5 Wiehe we 
cellent earnings. Total : : “OF 
first-quarter rail earnings 2 
ran some 28% above year- ' 

ce) 


ago levels, nearly three 
times the average year-to- 
year gain in industrial 
earnings; and the com- 
parison probably will be 
at least equally favorable 
for the second quarter. But how much additional 
“hay” rails can make out of good earnings is conjec- 
tural. At best, the comparisons in the later months 
of 1953 will be less favorable; and rails are, of 
course, sharply sensitive to cyclical fluctuation in 
business actvity. If investors and traders continue 
to feel dubious about late-1953 and 1954 economic 
potentials, they are unlikely to reach very high for 
rail stocks, 

Aircraft stocks had been over-sold, providing a 
technical basis for a rebound; and the President’s 
statement that 60% of defense funds are going to 
air power—on a combined Air Force, Navy and Army 
basis—gave them a psychological lift. 





The EPT Problem 


Whether Congress will support the President in 
extending EPT for six months is not too clear at 
this writing. However, after less than five months in 
power, it is hard to believe that the Republican Party 
can afford to repudiate the widely popular President 
on so basic an issue of fiscal policy. Certainly second- 
half EPT relief has become a dubious proposition, 
if it is not out the window. That could easily be 
exaggerated as a market factor. The amount involved 
for the second half is officially estimated at $800 
million. That is equal to about 4.5% of total cor- 
porate profits at the 1952 rate and to less than 4.2% 
of the annual rate of total profits in the first quarter. 
In short, the probably modest difference between 
1952 and 1953 earnings, on an average basis, will 
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hinge more on second-half business volume and 
operating margins than on the question of EPT 
liability. 


Response of Stocks 


Rails could be favored in a negative sense by 
extension of EPT, since they are virtually immune 
to the levy. On the other hand, if holders of stocks 
heretofore considered large potential beneficiaries of 
EPT relief have been greatly disappointed, it is not 
evident in the market. Most such issues took the 
President’s statement in stride, some rose a bit, a 
few even made new highs: notably, General Electric, 
a high-tax stock. 

Excepting rails and aircrafts, exceptional recent 
strength has been largely confined to a few minor 
groups of stocks, such as corn refiners, baking and 
makers of earth-moving machinery. There has been 
some further pressure on small-loan company stocks 
(higher cost of the borrowed funds on which they so 
largely operate), liquors, farm equipments, carpet 
makers (poor April sales) and most textiles. 

The market is confident of good medium-term 
business, earnings and dividends; not nearly so con- 
fident about longer-term prospects; and money- 
market-bond-yield factors are more on the restrictive 
side for it than in many years. We see no basis for 
change in the conservative, selective investment pol- 
icy heretofore recommended; and would continue to 
emphasize defensive strategy in portfolio adjust- 
ments.—Monday, May 25. 
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&. is not sur- 


prising that the breath- 
taking speed of events 
on the domestic and 
international scenes, po- 
litically speaking, should have created a feeling of 
uncertainty among businessmen as to the future 
trend. However, while expressions of opinion on 
future business conditions may vary greatly among 
the leaders, this difference does not appear to be 
reflected in the actual business situation today, for 
aside from recent repercussions in the commodity 
and stock markets, the nation continues to give every 
evidence of great prosperity. 

Despite present active conditions, the thinking of 
many American businessmen is being more and more 
conditioned by apprehension as to the nature of 
forces that may be set into motion if the inter- 
national climate should improve. Aside from the 
profound impact on economic conditions throughout 
the world of current Soviet peace moves, business- 
men must also estimate the influence of the hardly 
less important national trends in government spend- 
ing and financing, taxes, interest rates, consumer 
debt and savings, capital investment and the like. All 
of these are in flux, and they could easily contribute 
to produce an economic setting quite different from 
the past twenty years. 

With this extraordinary situation as the present 
background, it is all the more important for business- 
men to attempt a realistic appraisal of the present 
strength and weakness of our economy in order that 
they may determine as closely as possible the future 
direction of business, at least for the next half year 
and into 1954. It is the purpose of this article to 
describe the important factors at work on the gen- 
eral economy and, in addition, to highlight the pros- 
pects for the basic industries. 

Recent unexpected shifts on the international 
political scene and the equally unheralded changes in 
our own government’s policies have obscured from 
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vision the fact that coming economic adjustments 
in this country would have occurred in any case, 
albeit at a possibly slower pace. Without minimizing 
the effect of such new developments as the projected 
cut in defense and over-all government spending and 
the long-range implicatios of current peace moves, 
a change in trend has been due for some time. Ad- 
vance notice, in fact, has already been given in the 
commodity markets of the world. In other respects, 
also, there have been intimations of a change. For 
example, production in Western Europe reached 
its peak about fifteen months ago, and there are new 
signs of economic weakness in other sections of the 
world, as well. 

In this country, too, there have been signs of over- 
production in the past year, in chemicals and petro- 
leum for example and this underlying situation 
exists for most other industries. Nevertheless, when 
the steel strike ended a new impetus was given to 
business and this momentum has carried over into 
the first half of this year. In the estimation of some, 
this represents rather a temporary recovery from 
the reaction which seemed about to start last year. 


The Present Situation Favorable 


Nevertheless, surface business conditions seem 
very favorable. With the exception of the commodity 
and stock markets, important economic indices have 
reflected the exceptionally great activity of the first 
quarter of the year. While official figures are not yet 
available for the following interval, it would seem 
that total results for the first half will exceed all 
expectation at the beginning of the year. This is 
indicated for example, by the great activity in such 
prime industries as steel and automobile. 

Looking at the situation somewhat more broadly, 
we find that for the first quarter of 1953, personal 
income, on an annual basis, rose substantially and 
during March hit an all-time high of $282.5 billion. 
This was an increase of almost $20 billion compared 
with the year previous and is important as a measure 
of current purchasing power: At the same time, the 
Federal Reserve Board production index rose from 
221% a year ago to the most recent figure of 242%. 
The figures show the dimensions of the drive toward 
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higher economic activity which took place in the 
first few months of the year. 

At the same time, individual corporation reports 
have indicated substantial increases in sales for not 
less than one-third of those reporting. While repre- 
sented principally by such heavy industries as steel 
and automobiles, sales increases are also reflected in 
miscellaneous manufacturing, even the merchandis- 
ing group showing a gain of 9%. The importance of 
the revitalized sales trend lies in the fact that it has 
taken place without benefit of price rises. Rather, 
the increase in sales is the direct result of a higher 
demand for a higher volume of goods. This contrasts 
with the situation after the outbreak of the Korean 
war when the increase in sales dollars received was 
largely the result of rapidly mounting prices. 


Greater Supplies a Factor 


Increased availability of supplies has followed 
(1) from the ending of the steel ie with the 
influence of this stoppage extending far into the 
winter months and (2) the ending of federal con- 
trols, except in a very few special instances. This 
has enabled manufacturers to increase operations at 
a rapid rate and they have been encouraged to raise 
output through continuance of a steady flow of 
needed materials. That the recent rapid pace is not 
being maintained, however, is indicated by the slow- 
ing down of the rate of increase in March and April, 
as compared with the extremely rapid gain in the 
first two months of the year. Estimates are that by 
the end of the first half of the year, gains over pres- 
ent levels in production will have disappeared. 

This newer development has already been reflected 
in a change in commercial buying policies, with 
buying now on a predominantly 30-60 day basis 
against 90 days several months earlier. There has 
been, indeed, an increasing disposition to place buy- 
ing on a relatively hand-to-mouth basis in 


however, can be upset by some of the newer adverse 
factors now developing, particularly in money rates 
and commodity prices. 

There are increasing signs that the present price 
level of consumers’ durables is being maintained 
with difficulty. The cut in Chrysler prices is symp- 
tomatic as is the recent cutback in the output of 
Kelvinator refrigerators. 

Of added significance is that an increasing number 
manufacturers are seeking shelter under the fair- 

rade practices act in order to protect their price 
bn on brand names against increasing pressure 
from the “cut-rate” sales outlets. This is the in- 
evitable result of an increasing tendency on the part 
of consumers, notwithstanding full employ it to 
shop around for lower prices. Lower farm income 
is also commencing to play a part in changing con- 
sumers’ attitudes and it is estimated that total farm 
income for this year will be at least 5% under that 
of 1952. 


Rise In Installments Brings Caution 


On the potentially negative side of the business 
picture is the sharp increase in consumer credits. The 
latest figures is at an all-time high of $25.68 billion, 
compared with $20.61 billion a year ago. 

Installment credits alone were $19.29 billion com- 
pared with $14.55 billion a year ago. It is not likely 
that these figures have decreased since posting the 
figure for March and the huge increase in consumer 
credits, particularly installment credits is causing 
concern to businessmen. There is now a growing 
feeling that consumers are over-extending them- 
selves, a feeling not diminished by evidence of con- 
tinued high savings by the public. 

While the ratio of installment credits to disposable 
personal income is at historic highs, 6.8% coinciding 
with the same figure in 1929, it would be a mistake 





recent weeks. This would indicate a growing 
slackening of confidence in the general price 
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structure. At any rate, important buyers are 
not now showing any desire to increase in- 
ventories, which are at their highest in his- 
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tory. The latest figure, for March, gives total 
business inventories at $76.6 billion, about 
$1.4 billion higher than a year ago. 

It must be noted that the rate of increase 
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in inventories has slowed down appreciably. 
In the last half of 1952, inventories rose by 
about $500 million a month. By the end of 
March, they were rising at the much slower J} 
rate of $130 million a month. In fact, manu- 
facturing inventories dropped at the monthly 
rate of $100 million, indicating that pipe- 
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lines have been well filled and that supplies 
are now being drawn on in excess of sales. 
Generally, manufacturing inventory levels 
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are not excessive in relation to sales and new ff} —<.- 
orders. The latter _ steadily in the early 
months of the year, from $24.7 billion to $27 
billion in March, with the greatest gain in 
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the durable goods industries (mostly an ac- = 
count of the rapid increase in automobile 
manufacturing operations). During this pe- 
riod, manufacturing sales rose from $23.9 
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billion to $26.7 billion. 3 


The inventory-sales-new order ratio has — 
now reached a state of balance. This balance, 
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to assume that this ratio is dangerous in itself, in 
view of the fact that installment credits have be- 
come the normal means of financing the purchase 
of the enormously increased volume of consumer 
durables. Nevertheless, the ratio has reached a point 
where lending institutions believe more caution is 
needed. At any rate, this remains one of the more 
vulnerable features and must be watched closely, as 
even a slight decline in employment could produce 
an unhealthy aspect to the swollen volume of install- 
ment credits. 


Changes In Price Levels 


As to prices, it is interesting to observe that all 
the major indices have continued their downward 
trend, though at a most gradual pace. Farm prices 
and processed foods are lower and while there has 
been greater stability in non-farm products, indi- 
vidual prices are commencing to show some impor- 
tant changes. Among them are some building sup- 
plies, burlap, coal, foreign and secondary copper, 
lead, leather, soap, textiles, wool and zinc. Others 
commencing to ease are nickel, and edible oils. Some 
stronger commodities are: alcohol, bearings, borax, 
cement, detergents, some motors, glass _ bottles, 
plastic moldings, soda ash, and sulphur. 

Thus far, the declines mentioned above and many 
others have taken place without affecting the gen- 
eral retail price level of manufactured goods. But 
against the over-all background of rising interest 
rates, a more conservative government policy in 
spending and the increasing caution on the part of 
buyers of industrial and business goods, it would 
seem that the general price level may be susceptible 
to some degree of vulnerability. At any rate, it would 
be difficult to maintain present prices without full 
employment and production. 

The growth of population, the number of em- 
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ployed and the rate of production are factors which 
react upon each other, and have been supporting a 
basic upward cyclical trend for some years. A pop- 
ulation approaching 160 million has been one of the 
main factors in pushing production and employment 
levels up to record levels. In 1952, there was a new 
high point in employment of 61.3 million and the 
number of unemployed is now estimated at the lowest 
actual figures in eight years. Relatively, this would 
make it the smallest in history. 

To a considerable extent, employment and produc- 
tion levels will depend on the size of capital expendi- 
tures. According to latest estimates, these will 
amount to about $27.5 billion for 1953, compared 
with $26.5 billion in 1952 and $25.6 in 1951. Predic- 
tions as to future rate of capital investment are 
normally hazardous but it is obvious that the rate of 
increase is slowing. In 1950, for example, the total 
was about $21 billion, increasing about 25% the 
following year. Since that time, the annual rate of 
increase has been about 4%. With many of the basic 
industries well on the way to completion of their 
construction programs, it would seem that the 
commencement of a decline in the over-all rate of 
capital investment cannot long be deferred. This 
would have been true regardless of the government’s 
program for defense but it is probable that projected 
reductions will hasten the process. 


Accelerated Depreciation Important Factor 


Projected capital expenditures for the last half 
of the year and next year will be affected by the speed 
with which defense construction through accelerated 
depreciation tax allowances is being completed. Of 
the $25 billion total certificates for accelerated amor- 
tization issued by the end of 1952, approximately 
35% of the facilities were completed. By the end of 
April this year, $26.2 billion in toto had been granted 
in certificates and of this 61% was completed. By 
the end of 1953, the bulk of the remainder will have 
been completed. 


This means that accelerated amortization will no 
longer be a factor in capital investment. Considering 
that the $26 billion in accelerated amortization, 
though limited to defense work, provided roughly 
one third the total expenditures of about $75 billion 
for plant construction and improvement in the past 
three years, the anticipated disappearance of this 
factor must be taken into consideration in estimating 
the total volume of business in the next half year or 
more. 


It also must be taken into consideration that high- 
er money costs may cause some construction projects 
to be abandoned or postponed. On the other hand, 
losses in construction may be compensated for at 
least partially by increases in public works. 

At present, there is a balance between favorable 
and unfavorable economic factors. 


On the favorable side is: the high rate of produc- 
tion and employment, the continued high rate of 
capital investment, a more or less balanced inventory- 
sales ratio and national income at an exceedingly 
high point. On the unfavorable side is: evidence that 
output is running ahead of demand in consumer 
durables, the tighter money market with a growingly 
unwieldy installment credit situation, a reduction 
of moderate proportions in farm income, increased 
susceptibility to foreign competition and, of course, 
the weakening in (Please turn to page 302) 
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Public Works 


—IF DEFENSE ORDERS ARE CUT 


By HAROLD DUBOIS 


B ecause of the strong probability of heavy 
cuts in defense orders, stemming from the Admini- 
stration’s decision to embark on a policy of economy, 
many businessmen are concerned lest the ensuing lag 
work out to the detriment of the national economy. 

This concern, however, should be modified to con- 
siderable extent for in addition to the fundamental 
industrial and financial power of the nation, the un- 
filled needs of a growing population now nearing 
160 million, dictate the necessity of providing for 
long-neglected essentials such as highways, hospitals, 
public schools and other public buildings, national 
parks, electric power projects, rivers and harbors 
improvements, flood control, air ports—to name a 
few. 

It is conservatively estimated that not less than 
$50 billion—more likely $60 billion—will be required 
in the next few years to provide for this vast array 
of needed facilities essential to our progress and 
welfare. The amount for super-highways and roads 
alone is estimated at over $32 billion, for schools 
around $10 billion, for hospitals over $13 billion, 
while our rivers and harbors need at least $1.2 bil- 
lion of improvements; even our airport system needs 
expenditures of over $600 million—more than the 
entire cost of all our wars up to the bloody conflict 
of the ’sixties. 
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Between $50 and $60 billion in new construction 
for public works are required over the next few 
years. This is for highways, hospitals, airports and 
other vitally needed projects. This article describes 
the situation in great detail. 





It is obvious that translated into actual 
construction operations, these needs are go- 
ing to provide employment for millions of 
people and be a strong prop should our econ- 
omy begin to sag. 


Needs Have Accumulated 


The needs, of course, have existed for a 
long time and have been growing at an ac- 
celerated pace since Hitler marched into Poland. 
Much lost time must be made up because of the delay 
which occurred during the war years when such 
construction could not be undertaken on account of 
the more pressing and vital requirements of fighting 
and winning a war. And, as we were hoping to turn 
our production might and industrial genius to the 
construction needs of peace, our efforts were again 
channeled to war—masquerading as a “police action” 
in Korea. 

Due to the slowness with which we have met this 
great national problem of civil needs, many have 
come to the conclusion that not much can be done in 
view of the difficulties encountered in financing so 
vast a program, and the reluctance of politicians to 
add to their constituents’ burdens. Nevertheless, a 
way must and will be found to bring these projects 
into being. 

It will be of interest to readers to know that these 
prospects are not a dream of the distant future, but 
something that definitely will materialize. It is true 
that seemingly little has materialized since VJ-Day, 
yet the total of State and Federal expenditures for 
public works neared the $3 billion mark in 1949, 
passed it in 1950, again in 1951 and 1952, and will 
get close to $4 billion this year, while the blue prints 
for 1954 call for public works expenditures comfort- 
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Federal Grants-in-Aid 





(Sureae of Public Roads for Highway Construction in Fiscal 1952) 
The distribution by objective was as follows: 





Regular grants, total $417,032,989 
Emergency grants to 29 states 3,102,187 
Forest highways, 34 states and Alaska 13,397,265 

Total grants-in-aid $433,532,441 























ably close to $5 billion. 

The foregoing statement immediate'y raises a reas- 
onable question—What is to be used for money to 
pay for this construction? In raising the question, 
one doubtless points out that the Administration, 
embarked on a program of economy, is not going to 
approve appropriations for public works, so often 
but unjustly damned as “pork barrel” grabs. 

It is true that the Administration has eliminated 
many things from the National Budget that fre- 
quently are labeled pork grabs, but careful study of 
the eliminations will reveal that they are largely 
projects which rightfully should be undertaken by 
private industry, or actually are tainted with porcine 
grease. Up to this point, private enterprise has not 
protested any of the eliminations, rather it has ap- 
plauded many, especially those in the field of power 
generation and distribution. 

How then are these needed projects to be paid for 
if the Federal Government is not going to furnish 
the cash? The question is fair, but the answer is not 
too easily arrived at. However, ways and means are 
available and the simplest way to point them up is 
to take the various public works needs, or at least 
the four or five most urgent ones, and discuss them 
in some detail—their volume, past and present finan- 
cing and what fiscal problems lie in the future. 


> New Highways Vital to Economy 


First, and largest is highways. Last available 
figures indicate the Nation needs new highways 
and highway improvements to the tune of slightly 
more than $32 billion—just about double the cost of 
World War I. Obviously, we cannot find the money, 
or finding it, do that amount of construction for a 
matter of five or more years. Materials and labor 
simply would not be available. However, the start 
can be made, and there must be—rightly so—Federal 
aid for the undertaking. The Federal Government 
has been helping for some years under the Federal 
Highway Act, but the Federal Government’s aid has 
not been what it should be. That sounds almost like 
an indictment of Uncle Sam. In any event, it is a 
fair accusation. 

For some years now, there has been a Federal 











Currently Needed Public Works 





: Type Estimated Cost 
Highways $32,070,000,000 
Schools (33 States, 4 Territories) 7,008,000,000* 
Hospitals 13,259,000,000 
Airports 635,000,000 
Rivers & Harbors and Flood Control 1,200,000,000 

Total $54,172,000,000 








*Would probably be $10,000,000,000 if figures from other States 
were available. 
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excise tax on gasoline and motor fuels, presently two 
cents the gallon. Although not specifically earmarked 
for highway aid, presumably it was the intent of 
Congress that this levy should be used to support 
the Federal highway aid program, the Government 
matching funds put up by the States, all of which 
have higher levies on motor fuels, but, like Uncle 
Sam, collections therefrom not specifically ear- 
marked for highways. Nevertheless most of the 
States have used these collections to almost finance 
their road building programs. 

But here’s how Uncle Sam has handled his gaso- 
line levies. In fiscal 1952, last year for which item- 
ized figures are available, the Federal Government’s 
gasoline tax collections (diesel motor fuels not in- 
cluded) totaled $711.6 million, but Uncle Sam 
handed back to the States for highway construction 
and improvement only $483.5 million. It would cer- 
tainly seem that the remaining $278.1 million should 
have been returned to the States for highway pur- 
poses without requiring the States to match Federal 
“contributions.” 

The accompanying table details Federal highway 
aid to the States for fiscal 1952. Parenthetically, it 
might be noted that for calendar 1952 Federal gaso- 
line tax collections passed the $800 million mark, 
and may reach $900 million this calendar year. State 
collections for calendar 1953 will run around $2.6 
billion; therefore we see that if gasoline taxes are 
rightfully applied, $3.5 billion is almost immediately 
available for highway construction. Further, those 
States having unusually heavy highway traffic could 
well indulge in express highways on which tolls for 
amortization, operation and interest on funded debt 
could be collected. 

Translated into specific details, $32 billion of high- 
ways amount to $7.68 billion in wages for labor; 
$6.72 billion for roadbuilding equipment—bulldozers, 
pavers, trucks, tractors, etc.—$1.6 billion for miscel- 
laneous expense, and $16 billion for materials—con- 
crete, stone, steel, lumber, asphalt. 


$13 Billion for Hospitals 


The next largest need facing the nation is hos- 
pitals. A 1952 survey of the U. S. Public Health 
Service revealed our minimum hospital needs (ex- 
clusive of facilities for veterans) to be in excess of 
$13 billion, divided $12.1 billion for new construc- 
tion, $1.1 billion for equipment. The survey of 
USPHS does not reveal the numbers of hospitals 
needed, but it does show the new beds needed in 
each State, estimated cost of construction and esti- 
mated cost of equipment needed. Incidentally, real 
estate costs are not included in the estimates. These 
range from nothing per bed, where land is donated 
by some philanthropist, to as high as $700 per bed. 
About 850,000 new beds are needed. 

Converting the hospital needs into brick, cement, 
steel, lumber, stone and other building materials, we 
find that these industries would split $7.07 billion 
among themselves, while labor’s share would come 
to $4.96 billion with $372 million to be distributed 
among architects and other supervisory personnel. 
In addition, the $1.1 billion for equipment would be 
beneficial to the manufacturers of many types of 
equipment—electrical, furniture, textile. 

Although hospital needs are pressing, too much 
cannot be expected of them as a means of bolstering 
an economy which might sag as defense orders de- 
cline. Government aid may not be too readily forth- 


THE MAGAZINE OF WALL STREET 





VO 
ac| 


ce 


ld 
A] 


LV 
it 


p= 
re 


re 
lv 
se 
id 
yr 
yt 


t, 
re 


e 
d 
:: 
e 
f 


coming. Congress, thinking of so-called “Socialized 
Medicine,” might hesitate to appropriate — even 
grants-in-aid—for this type of construction. This 
same attitude may pervade the thinking of State 
and municipal legislative and appropriation bodies, 
but not to so marked an extent. These lesser Govern- 
mental units could do some financing through tax- 
free bond issues or special excise or other levies as 
they also relied on local philanthropists or welfare 
foundations for no inconsiderable share of financial 
aid. 

It is an unwelcome fact, but hospital finances have 
not been too satisfactory. Too many of them fail to 
“make the grade.” By that the writer means too 
many operate at a financial loss, or so close thereto 
that the investor hesitates to put his money in them, 
even though he be offered tax exempt securities as 





collateral. Yet, despite 


these seeming unfavor- — 
able factors, private and Needed Airport Program | 
public hospital construc- New Hospital Requirements for Three-Year Period 
tion has been on the rise 
for the past four Vears. ESTIMATED COSTS includes Total umber .f Airp_rts and Total Estimated Costs 
It will continue to grow, q Based on Development Needed Over a 3-Year Period 
but perhaps not at a pace i‘ . . tenaber a 
that will take up a really Construction Equipment of New 
major proportion of the STATE ($1000s) ($1000) Airports Federal* Sponsor* Total | 
slack which might ensue Alabama $ 364,826 $ 33,8767 | 84 = $2,905 = $3,119 $6,024 
from a drastic cut-back Arizona 77,882 2,231.9 | 58 4,361 2,814 7,175 
in defense spending. On Arkansas 219,856 20,415.2 | 105 4,471 4,832 9,303 
the other hand, we of California 777,378 72,185.1 | 313 39,539 42,154 81,693 
a ; Colorado 53,256 4,945.2 | 62 2,298 2,042 4,340 
America are not callous Commmiens 100,038 10,032.1 | 14 1,827 1,867 3,694 
to suffering, therefore Delaware 19,446 1,805.7 | 5 691 718 1,409 
this fine trait may help a District of Columbia 63,882 5,931.9 | 2 
rogram looking toward Florida 179,998 16,714.1 | 63 5,356 5,415 10,771 
a scsubane Pe ich Georgia 283,472 26,232.4 | % 4,142 4,692 8,834 
on oe Idaho 56,350 5,232.5 | 147 3,933 3,210 7,143 
and poor alike, thus tak- Illinois 702,604 65,241.8 | 73 20,140 21,813 41,953 
ing up something near a Indiana 281,478 26,132.6 90 8,612 9,741 18,353 
major proportion of anv lowa 249,942 23,208.9 70 2,000 2,250 4,250 
economic slack whi +h Kansas 142,632 13,244.4 150 5,372 6,040 11,612 
— Ic Kentucky 390,542 36,978.9 90 4,638 5,250 9,888 
may come about through Louisiana 246,422 —«-22,883.9 117 5,642 5,751 11,393 
a slowing of the defense Maine 80,192 7,436.4 64 2,264 2,343 4,607 
yace. Maryland 167,678 15,570.1 23 2,104 3,224 5,328 
Dé Massachusetts 267,932 24,879.4 44 11,575 11,699 23,274 
Michigan 571,914 53,106.3 178 7,926 8,537 16,463 
For Schools Minnesota 201,614 18,721.3 83 3,597 4,440 8,037 
Mississippi 254,590 23,640.5 123 3,320 3,645 6,965 
substantial interes Missouri 260,428 24,182.6 118 12,637 14,369 27,006 
_O 4 _ = a Montana 48,080 4,536.0 170 6,708 5,993 12,701 
in the public works pic- Nebraska 72,562 6,737.9 167 4,834 5,441 10,275 
ture is the need for new Nevada 15,442 1,433.9 62 1,268 1,059 2,327 
school construction. A New Hampshire 30,814 2,861.3 31 1,490 1,531 3,021 
Q7_Cte . ee New Jersey 315,154 28,264.3 40 6,691 8,001 14,692 
oo oe” 7266271787 | 86 5,393 4,388 9,781 
5. Ullice of Laucation— New York 750,260 69,667.0 98 12,357 14,349 26,706 
yet incomplete — reveals North Carolina 351,022 32,594.9 87 6,501 7,191 13,692 
that 33 States and four North Dakota 40,796 3,788.2 99 2,390 2,546 4,936 
seein ua Ohio 710,640 65,988.0 138 13,919 15,595 29,514 
territories have piled = Oklahoma 160,622 15,914.9 269 11,496 12,362 23,858 
solid needs in this field of Oregon 124,628 11,572.6 158 5,617 4,300 9,917 
slightly over $7 billion. Pennsylvania 825,146 76,620.7 98 11,207 11,795 23,002 
When figures are in from Rhode Island 37,996 3,528.2 3 1,074 1,148 2,222 
. 45 on South Carolina 202,874 18,838.3 69 3,847 3,940 7,787 
the othe r 15 States the South Dakota 53,396 4,958.2 140 3,797 3,955 7,752 
total will be $10 billion, Tennessee 287,322 26,679.9 36 3,162 3,376 6,538 
or slightly more, accord- Texas 694,652 64,503.4 422 22,896 25,049 47,945 
ing to those making the Utah 67,814 6,306.3 76 4,806 3,121 7,927 
. Vermont 29,204 2,711.8 17 795 825 1,620 
survey: Virginia 301,210 27,969.5 36 3,026 3,268 6,294 
Since figures on the 15 Washington 201,082 18,671.9 131 3,801 3,886 7,687 
missing States are not at West Virginia 210,546 19,550.7 26 4,685 4,760 9,445 
hand, the writer will deal Wisconsin 279,426 25,946.7 | 134 6,621 7,348 13,969 
ir We Wyoming 22,428 2,082.6 45 1,035 818 1,853 
only with the $7 billion TOTALS $12,140,404 $1,128,751.8 4,815 $308,966 $326,010 «$634,976 
needs of the 33 States = — - 
and four territories. *Columns headed “Federal” indicate cost proposed to be borne by Federal Govt., those headed 
Doubtless the needs of “Sponsor” indicate cost it is proposed to be borne by States or municipalities. 
the absent States will be 
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in about the same ratio. First, we take new construc- 
tion that is needed—it comes to $6.35 billion. In more 
understandable terms, it means $3.24 billion for build- 
ing materials; $2.88 billion for labor; the remaining 
$1.23 billion going for interior equipment—desks, 
cafeterias, etc—and architectural and supervisory 
personnel. 

The building material situation here is about 
identical with that of the hospital program, except 
that more lumber will be used, especially for the 
construction of smaller schools in the rural areas. 
Also to be included in the school program is $305 
million for remodeling and rehabilitation of those 
schools now in existence. The building materials 
industries and labor will divide this about evenly. 

Other needs in the school program include auto- 
motive equipment, (Please turn to page 300) 
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By WARD GATES 


» payments this year have reached 
record-breaking levels. For the first quarter, they 
were about 5% above the same period last year 
and, in the second quarter thus far, are running at 
about the same rate. Should this pace be main- 
tained, dividends for 1953 will have reached $9.5 
billion, the highest in history. 

Lest the above glowing figures be interpreted as 
meaning that the present rising dividend trend ap- 
plies to American corporations as a whole, it is 
only necessary to point out in the March quarter 
there were almost as many reductions as increases. 
The record shows that 118 companies reduced or 
omitted dividends, with 128 increases. Thus, it 
would seem that increases and decreases are run- 
ning almost neck and neck. This gives a somewhat 
different aspect to the dividend situation than would 
be indicated by mere cursory scrutinizing of the 
totals above. 


What’s Behind Dividend Increases? 


Improved earnings thus far in 1953 are chiefly 
responsible for individual higher dividends. In the 
analysis of first quarter corporate earnings which 
we published in the May 2 and May 16 issue, it was 
pointed out that earnings had increased for about 
60° of the reporting companies. With only about 
half of earnings being paid out in dividends, many 
corporations manifestly are in a position to reward 
stockholders for their patience in recent years. This 
they are doing in the form of either higher cash 
dividends, extras, or stock dividends. 

Partially accountable for the rise in total dividend 
payments, is the higher capitalization of individual 
companies which have increased their outstanding 
common stock, either through additional equity finan- 
cing, stock splits or stock dividends. Cash dividends 
on the larger amount of stock outstanding naturally 
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A Study of.....- 


DIVIDEND 
CHANGES 


swells the total. 


Another factor in 
individual increases 
is that with the gen- 
eral price level sta- 
bilizing, it may not 
be so necessary as 
formerly to maintain 
the large working 
capital then required 
to support high- 
priced inventories. In 
such a case, compa- 
nies can afford to 
pay out a larger por- 
tion of earnings in 
dividends. This, of 
course, presupposes 
expectations of con- 
tinued good earnings. 
Otherwise, the direc- 
tors would not care 


| to take the risk. 
Still another fac- 
Roxen Sb tor in freeing corpo- 


a rations from the ne- 


Wee's “ venta oe Me 
»| down dividend pay- 
SASS, 


ments is that many 
of them have com- 
pleted or nearly com- 
; pleted their programs 
for expansion and that in the future, funds used for 
these purpeses will be available for other corporate 
purposes, including the payment of higher dividends. 

A factor which probably would have some influ- 
ence in eventually liberalizing dividend policies was 
the anticipated death of EPT. (Under the President’s 
new proposal, its expiration will be postponed until 
the end of the year. A thorough article covering the 
essential features of EPT and its relation to corpo- 
rate profits was published in the May 16 issue.) As 
that article suggests, not too many companies would 
be affected by EPT’s end, these mainly being in the 
aireraft, automobile, steel, TV and other branches of 
the electrical and electronics industries. 
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What's Behind Dividend Decreases? 


With very few exceptions dividend decreases this 
year have either been in the so-called depressed 
industries, such as sugar, textiles and coal; or in 
marginal companies operating in more prosperous 
industries but which have not been able to keep 
pace, either through ineffective management, in- 
adequate finances, failure to find new markets, or 
such temporary factors as strikes in their own or 
allied industries. 


Categories of stocks which are in an uncertain 
dividend position are the following: textiles and 
leather, liquor, wines, non-ferrous metals (especially 
lead and zinc) coal and sugar. To this group should 
be added the farm equipments, but an offsetting 
factor here is the predominantly strong financial 
position of the companies. Many more companies, 
however, will be found among that heterogenous 
group which has been paying out an exceptionally 
high proportion of earnings in dividends without 
any real assurance that this earnings rate can con- 
tinue indefinitely. Some of these companies have had 
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two, with the result that dividend margins have . +s 
- been cut below the requisite standard of safety. Percent Change m Cash Dividend 
“fj Among such issues are: American Banknote, Payments Publicly Reported 
7 American Colortype, Lambert Company, Motor ‘ 
ot Wheel, and heen Manufacturing. Another i — ee ‘a 
- group whose dividends seem insecure, based on . ' 
an their narrowing margin of earnings over divi- a 
ng dends are: J. I. Case, Patino Mines, Eversharp, 
- Bullard, Oliver Corp., Howard Stores, Maytag, 
In White Motor. ; COMMUNICATIONS WUC EE. 
= Other — bn ieg _— pein —— . 
a so perceptibly as the above, but which neverthe- t Y : 
less had not too strong a dividend base, accor- wear, Lignt @ Power = YC ; 
i ding to last year’s earnings, are: Barker Bros., - F 
m White Sewing Machine, Phila. & Reading Coal | ‘!*!*s Yd . 
& Iron, American Radiator, Master Electric, : 
3€S Equitable Office Bldg. and Quaker State Oil. RAILROADS VM 
= Many of these issues have been commented on L 
gS. in recent issues of The Magazine and in 7 FINANCE & MISCELLANEOUS V///7 
~~ connection attention is especially called to th , 
ie article on 40 High Yield Stocks appearing in NONDURABLE-GOODS MANUFACTURING ; 
the April 4 issue. Also the article ‘Twenty Stocks 
AC- in Marginal Companies” would be useful for DURABLE-GOODS MANUFACTURING 
)0- reference. This appeared in the May 2 issue. 
1€- In calling attention to the above stocks, we TRADE 
ng do not, of course, intend to imply specific divi- ~ 
uy- dend action; but rather emphasize the under- L i - 
ny lying factors which may affect these dividends. S& OEPARTMENT OF COMMERCE. OFFICE OF BUSINESS ECONOMICS 
m- In the meantime, it is worth considering that 
m- managements are loathe to cut dividends even 
ms when such a course is dictated by circumstances. aircraft, automobiles, tires, steel, railroads electri- 
or Quite often, they may rely on a good financial posi- cal equipment banks and insurance companies. 
ite tion to pull them through a period of declining Groups which have probably reached their peak 
ds. earnings without sacrificing the dividend rate. This, of dividends for the time being are: telephone and 
lu- of course, remains a question of corporate policy public utilities, chemicals, oils, pharmaceuticals, 
yas and will vary from company to company. building and machine tools. 
t’s Returning to the more pleasant subject of divi- Companies with very large retained earnings and 
itil dend increases and their possibilities among specific whose profit situation is satisfactory should furnish 
-he groups, we find that the most likely candidates for a number of candidates for dividend increases. 
DO- higher dividends are in the following industries: Among these companies (Please turn to page 302) 
As 
uld 
the Companies Which Have Increased Their Companies Which Have Reduced or Omitted 
of Dividends (Jan.-May, 1953) Dividends (Jan.-May, 1953 ) 
Dividends Payments Dividends Payments 
Net Per Share Per Share Changed (*) Net Per Share Per Share Changed (*) 
” 1951 1952 1951-1952 From To 1951 1952, «19511952 From To 
is siete - - 
sed on hae ni be : “_ —— $ = $ = $ —* seq | American Bosch Corp. $1.91 (d)$.54 $1203 $ 90° $ 30 $ } 
in Belding Hemingwoy 1.49 1.10 130 .62% .12%@ .17% | American Hard Rubber 3.45 45 3.00 50 25 1 
OUS Bullard Co. : 2.78 4.44 1.25 ; 2.00 .25Q = .50Q Atlas Tack 1.67 (d)1.60 3.00 3.00 75 1 
pep Carrier Corp. ...... . 3.88 4.89 1.006 1.40 35 45 ; ; 
in- Clinton Foods 38 1.50 2.40 40 201 102 Burlington Mills 1.93 1.09 1.85 1.00 25Q 15 
or een Vultee ... 3.27 439 1.40 1.75 .40Q .45Q Cessna Aircraft 1.14 1.59 40 50 502 .25 
ontinental Can 4.61 4.22 2.00 2.00 .50Q .60Q 
or lah & Joh 3.78 3.82 1.106 1.00 .25Q .35Q Cuban Atlantic Sugar 3.60 2.07 2.00 1.50 .374%2Q .20 
Lane Wells ............ 3.16 3.34 1.20 160 30 35 Froedtert Corp. 2.04 1.58 1.25 1.00 25 15 
: Martin-Parry (d).95 05 .30 3 3 104 
alin New York Dock 3.11 5.26 50 505 60 Hinde & Dauche PaperCo. 3.65 3.29 1.50 1.50 .50 40 
and Norwich Pharmacal 1.29 1.53 1.00 1.00 .20Q.25Q_ | Holland Furnace 2.02 1.45 2.00 2.00 50Q .25Q 
ally Phillips Petroleum . 5.11 5.17 2.30 2.40 .60Q .65Q . ; i‘ 
uld Republic Steel . 9.03 7.22 400 400 .75Q 1.00 Lehigh Coal & Navigon. 85 91 70 70 35 
ing — —" a ; = es Pe 1.00 .20Q_ .25 Mack Trucks 1.57 70 1.00 1.00 25 1 
ere perry Corp : : 00 2.00 50Q .75Q ’ ’ 
ejal Standard Oil of Calif. 6.05 6.07 2.60 3.00 65 75 Nat. Vulcanized Fibre 273 «= «4. 1.20 =1.20 .30Q = .20 
ies, Swift & Co. - 204 3.66 2.35 2.00 .40Q .50Q | Robbins Mills 2.01 (d)1.25 1.12% 125 25 .15 
ous 
ally oo include extra or stock ee. Q—Quarterly. (d)—Deficit. 
out Paid total of $.40 in 1952. 4_First payment in 1953. Ee NE 
on- 2—Monthly; or $1.20 annual rate. 5—Total payment in 1952. *—Total payment in 1952. 3—Plus stock. 
had %—None paid in 1952. 6—Plus stock. 
aioe carts. ET TERT CN A SS ane 
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Washington 


POPULAR acceptance of the Administration’s con- 
viction that the budget cannot be balanced next year 
would be increased if the White House would detail 
the reasons. Secretary of Treasury Humphrey has 
spelled out the situation in appearances before con- 





WASHINGTON SEES: 


The State Department is hopefully reading into 
the release of Reporter William N. Oatis from the 
Czechoslovakian jail a favorable omen pointing 
to peace, but that probably can be put down to t 
wishful thinking on this side of the ocean. Truth 
probably is that the Czechs finally obtained from 
their masters at the Kremlin a clearance to let the 
American “spy” free on the plea that the economy 
of Czechoslovakia could no longer stand the strain 
of embargoes against its products. 

Tariff sanctions have been keeping shoes, 
watches, and other products of the Red captive 
state out of this country. It had reached the point 
where the nation which the United States had 
created at the end of World War | and which 
grovelled in the dust of World War Il to become 
a subject of the Moscow rule couldn’t take it any 
longer, let Moscow know that a decision had to 
be made whether the Czechs were to be deprived 
of a basic of their world trade, with the Kremlin 
taking up the slack, or allowed to engage in the 
world trade with Moscow admitting defeat. ‘ 

The subservient Czechs at first thought they 
could hold up the pistol to the United States, 
obtain a steel mill for the release of Oatis. The 
State Department said no and a stalemate was 
reached with Reporter Oatis paying the price of 
his liberty. It was rought treatment for Oatis but 
the day that this country buys its way to inter- 
national respectability will be a rough one for 
160,000,000 of his countrymen. 





j SOME BACKGROUND DETAILS ON BUDGET | 


By “VERITAS” 








gressional committees but the general public has not 
been let in on the plain fact: the budget can be bal- 


anced only at the cost of national security, inter- 
national friendships. Ike and Humphrey think the 
price is too high. 


BALANCED BUDGET is such a patent misnomer that it 
is surprising that it gets the genuflecting worship it 
receives. In many situations it has lacked the ele- 
mental ingredient of honesty. Most of the time the 
balance is simply bookkeeping ; congress conveniently 
overlooks expenditures authorized in previous years, 
points to estimated income and outgo for the current 
year which are in relative balance and calls that a 
balanced budget. As usual when such a brave effort 
is made in behalf of the taxpayers, the congressmen 
just overlook the fact that the balance was achieved 
with the knowledge that this year’s expenses will be 
paid next year—deficiency bills. 


PERHAPS the closest approach to private cit:zen sur- 
veillance of government activity attempted in recent 
years was that of the Hoover Commission on Gov- 
ernment Organization. The former President did a 
masterful job. Many of his commission’s recommen- 
dations became effective. But there is a tendency to 
permit enthusiasm to lapse with the march of time. 
There still are many Hoover Commission proposals 
that could be adopted with benefit to the country. 
Oddly, President Ike doesn’t warm to them. At least 
he hasn’t shown much fervor, hasn’t asked congress 
to take obvious steps to a balanced budget. 


FOLLOWING almost one-half a year as Chief Execu- 
tive, Eisenhower definitely is not a happy man. When 
he was on active military duty, in uniform, and when 
he was President of Columbia University nobody 
questioned his right to play golf (which he doesn’t 
do very well) but now it seems to be everybody’s 
business if he takes a few practice strokes. His own 
party is giving him more Capitol Hill trouble than 
the democrats are giving him. He’s trying to fill 
offices with Taft men, Dewey men, and Eisenhower 
men and, put bluntly, they just aren’t in the same 
political camps. Each claims a monopoly right on 
patronage. All can’t win. 
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Major (even minor) revisions of the Taft- 
Hartley Act probably are out the window at least until 

the next season of congress. Hearings by senate and house 
labor committees have been long, testimony has been 
voluminous and, of course, full of conflict. Both com- 
mittees want to be the architects of a measure that will 


be "for keeps," rather than write a few amendments 
now, more later. 























An overall, comprehensive labor-management 
bill will take several weeks of committee work to write. 
More weeks of floor debate would be certain to follow. 
Senate and house versions would certainly differ on 
details, possibly on fundamentals. Then would come 
additional weeks to "iron" differences. With an early 
adjournment date the determined goal of congress' leaders, 
there just would not be time to get the big job done. 
These are, of course, the privately expressed views of 
members of the two committees -- senate and house. 

Some are pro-labor members, some are management-minded. None could be catalogued 
as neutral. 

















Until Ike's speech Congressmen were becoming restive about the lack of tax 
guidance from the White House. The Treasury Department had taken a positive stand against 
attempting to balance the budget at the expense of defense measures and essential 
activities. It could be reasonably assumed that Ike was in accord, but many members of 
congress wanted to hear it from his own lips, not "reasonably assume" it. The President's 
attitude toward a balanced budget first, then tax reduction, is a matter of general 
acceptance. Now that the President has spoken, it is all down on the record for 
2veryone to See. 
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Before statehood for Hawaii becomes a fact, congress will come to grips with 
whether status of a state for Alaska is inextricably combined with the guestion whether 
Hawaii should be the 49th star on the United States flag. There is more than mere senti- 
mental reasoning to be weighed in the cases of both Hawaii and Alaska. When one gazes 
at a map neither area seems far away from the mainland, but military men will tell you 
that the problems of logistics involved in providing manpower and materiel to which 


the State of Hawaii or the State of Alaska would be entitled as a matter of right in 
the event of invasion, is one of staggering proportions. 


















































Both Hawaii and Alaska are within easy striking distance of nations which 
are having no part of our political ideology. Are we buying a war? some are asking. 
If Hawaii or Alaska becomes a state, each is entitled to the same protection as Kansas 
or New Hampshire is entitled to demand. As territories the national obligation may be 
somewhat limited. Approached from what is probably a more sensible attitude any country 
which ideologically is close to our's will always get out full military support. If 
that were not true, what would we be doing in Korea today? It's difficult to think of what 
the United States could lose in the light of this country's commitments if we were to 
make Hawaii and Alaska states. 



































When the sharpened pencils are applied to the Truman budget by the Eisenhower 
pruners, the defense items are reduced by approximately 5 billion dollars. And that 
is an "asking" cut. There's no certainty that it will be approved. Fact is that the 
Eisenhower budget won't buy the air force that the military-minded members of congress 
want, probably will insist on having. They're cool, too, to an approximate 2 billion 
dollar cut in foreign cash aid. 














If the Eisenhower advisers have their way, the 143-wing air force remains a 
matter of the drafting board, not ships inthe air. The military planners in the depart- 
ments, operating under Ike's command to cut to the bone, would put the Korean war on a 
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cash-and-carry basis. That, of course, means personnel reduction affecting all three 
arms. The Army would get more money than is provided in the current budget but less 
than was intended to be made available in the gradually accelerated program of development. 








Actually, facts must be faced and the facts add up to no balanced budget. 

















cated, is that one can save money by not spending any. How essential operations of 
government can be carried on under such an equation seems not to enter into the planning. 
But it is surely unbeatable: if you don't spend any money it cannot cost you any money. 
This government has never tried the method and is not likely to attempt it but the 
Virginia Byrd is able to show a way to balance the budget. Sounds reasonable ... at 
least to Byrd. He couldn't convince the democrats when the party of which he is nominally 
a member was in power, so it is doubtful if he will make any serious inroads on the repub- 
lican party, of which he is not a registered member although a thoroughgoing supporter. 














As had been predicted in this column, the senate committee in charge of these 
matters has voted congressmen a $10,000 increase in annual salary. But the lawmakers, 
who can make the boost effective on their own motion, plus assured Presidential approval, 
are a bit afraid. The senators, one third of whom come up for re-election this year 
aren't scared. House members, all of whom must face re-election contests, real or 
potential, are a bit worried over the prospect of facing an electorate after voting 
themselves a pay boost, while, at the same time, failing to cut taxes. 























Congressional salaries have been hooked into pay boosts for federal judges 
and district attorneys. That could be a way out for the solons who'd like to boost their 
own salaries. There are numerous instances where members of both houses of congress 
decline to run for re-election; very ... very ... few instances of judges doffing their 
robes, resigning. The District of Columbia, the largest federal jurisdiction in the 
national setup has had eight resignations from assistant d.a's. since the change of 
administration. More than 50 practicing lawyers applied for the jobs. 
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their own take even though they are entitled to it. The $15,000 they receive today, 
when taxes and other costs are extracted, is well below what most of them received 
before they came to Washington. A competent auditing firm once ran a schedule which 
showed that after a congressman pays his federal, state (and sometimes, local) tax; 
Supports a home in his home district and one in Washington; gives to campaigns in each 
town in his district; takes visiting guests to lunch; buys tickets to every firemen's ball 
and charity effort; pays his own freight home to every shindig; provides dough to trans- 
port home lugs who find themselves stranded, he's lucky if he winds up with $50 a week. 
That sounds more than $2,600 a year than it does like $15,000. We've had two in congres- 
sional service from New Britain, my home town, both high school classmates of mine in 
the past decade. Ask either Lucian Maciora or Bill Monkiewicz whether they made the 
grade financially or went into the hole. I know the answer. I worker closely with 
both of them. 




















The Federal Reserve Board has taken a look-see at the industrial picture and 
has come up with a very encouraging report. To particularize, FRB sees no current 
unemployment, finds none in the offing; filling the demands of distributors, the board's 
economists and statisticians are in agreement, will keep the existing manpower pool in 
steady flow. Restrictions on the movement of materials to non-defense uses have served 
to build up a demand that will keep industry busy filling consumer orders for many months. 














There has been the usual flush of strikes but for the most part they have been short- 
lived. There was some viewing with alarm toward the general retail trade sales field, 
but the stores are doing well. Up from one year ago, still going higher as the urge of 
summertime purchasing sets in -- always a strong shot in the arm to mercantile outlets. 
The worriers, it would seem, are the chronics who insist upon their right to sob, would 
do that no matter what the current conditions or the prospects were. Yet it is only 
fair to say that some experienced people see more flaws in the situation than would seem 
to be indicated in the above. 
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A First-Hand Report. . 


Eeonomic-Political @ 


Conditions in the 


Middle East 


By L. V. HOROTH 


(This is an eyewitness account of conditions in 
the Middle East written by our foreign expert who 
has just returned from a visit to that important 
strategic area. Piquancy is added to the story, as it 
was written, for the most part, on the famous 
“Taurus” erpress, somewhere between Ankara and 
Istanbul. We believe our subscribers will find this 
extremely interesting reading as well as being valu- 
able as a contribution to knowledge of current 
economic conditions in that part of the world. Editor) 


Wren at the flimsy West Baghdad station 
I saw the “Taurus Express”—or, as the Turks label 
it, the “Toros Express’—it looked like almost any 
other European train with a few “wagons-lits”. The 
Taurus Express was to be my home for the next 
three days and nights—the time it takes to cover some 
thousand odd miles from Baghdad to Ankara, Tur- 
key’s capital. I rather welcomed the idea, after 
almost two weeks’ jaunting about in autobuses, 
service taxis, and other conveyances which had taken 
me all over the three Arab states, the Lebanon and 
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TOBACCO 
= 
COTTON 
C) 
= The “Ship of the 
Desert” is slowly 
— disappearing from 
: Arabian lands. To 
ee a large extent, it 
IAHREIN eo is being replaced 
a. ee J by sleek Amrican 





cars. Thus, the 
modern age is 
coming to the 
Ancient Middle 













Syrian Republics and the Kingdom of Iraq—from 
Tripoli to Saida, the ancient Sidon, where the 
Aramco oil pipeline feeds oil to tankers and to a new 
refinery—through Beirut and on to Damascus, and 
across the North Syrian desert to Baghdad and 
Kerkuk, where oil has been flowing since the days 
of Nimrod. 

There are three major impressions that I have 
carried from the jaunt through the three Arab States 
on the way to Baghdad: 

(1) The boom-time atmosphere in large cities such 
as cosmopolitan Beirut or sprawling Baghdad. Large 
fortunes are apparently being made legally and il- 
legally. The streets are jammed with expensive 
American cars. Modern suburbs stretch in all direc- 
tions from the picturesque bazaar areas still very 
oriental in their ways of conducting business. 

(2) American influence everywhere. The familiar 
soft drink signs, American-type filling stations, 
automobile shows make the traveller from the States 
feel at home. The displays of refrigerators and other 
automatic household equipment draw huge crowds. 
American influence is perhaps the strongest in the 
little Republic of Lebanon, partly because of the 
many Lebanese living in the States and partly 
because of the large American University in Beirut. 

(3) The topheavy military and bureaucratic ma- 
chine. With military, police, and border officials of 
all sorts checking and double checking each other, 
one travels literally with his passport in his hand. 
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One is aware of graft everywhere, and the army 
officers strutting on the streets and in the railway 
stations are quite obviously sinecure holders with no 
experience in modern warfare. One cannot but 
wonder what a burden the military establishment 
and the bureaucratic machine must be on the poverty- 
stricken Near Eastern economies! Poverty is much 
in evidence, and a great deal of unemployment too, 
and I was told that anybody who can scrape together 
enough money for a bus and railway ticket leaves 
for Kuweit whose fabulous riches are being dis- 
cussed everywhere. Half of the men on the big Nairn 
bus which took me from Damascus to Baghdad 
were fortune seekers going to Kuweit. 


The Republics of Lebanon and Syria Contrasted 


Lebanon, the ancient land of the Phoenicians, is 
probably the best run of the three Arab states that I 
visited. But even Lebanon has not escaped the usual 
political upheavals engineered by military cliques 
anxious for their chance at the pork barrel. During 
what the Lebanese call “a rose-water revolution” 
staged last fall, President El-Khoury was forced out, 
in favor of Camille Chamoun, who promised to clean 
up the graft and corruption. 

Meanwhile, the political brew is kept boiling by 
the socialists—who in Asia are even less practical 
than their European counterpart—and by the com- 
munists. The Nationalists are also active, particu- 
larly since the Near East’s arch-schemer, the former 
Grand Mufti of Jerusalem, has taken up residence 
in Beirut. There is little anti-Americanism in 
Lebanon, although as one talks with Lebanese they 
quickly remind him of American support of what is 
known in the Near East as “Israeli imperialism’”— 
a rather fanciful notion with which the Arabs seek 
to justify their hostility and one that those who know 
anything about the precarious economic basis of 
Israeli must dismiss with a smile. 

In Syria, which is more solidly Mohammedan and 
more nationalist than Lebanon, xeuophobia is quite 
apparent. I almost became its victim when, because 
of a misunderstanding, a minor but very surly 
Syrian official who knew nothing but Arabic threat- 
ened to detain me in a desert frontier post until the 
next train—which wasn’t due for three days. Syria 
is now a military dictatorship with the somewhat 
Mussolini-looking Colonel Shishekli at the top. The 
Colonel, whose powers rest on a powerful army 
clique, is said to contemplate a rapid transformation 
of Syria, somewhat along the lines taken by Mustafa 
Kemal (Ataturk). But so far the measures taken by 
Colonel Shishekli have only pushed Syria toward an 
economic autarchy that she can ill afford because of 
the smallness of the market (the population is about 
3.5 million) and the relative paucity of natural re- 
sources, including arable land. Although Syria is in 
crying need of all kinds of technical aid, the Syrians 
are said to have requested the withdrawal of Amer- 
ican Point Four Aid—just to bring home to us their 
displeasure at our aid to Israel. 


lraq—The Land of Promise, But... 


In contrast with Syria and Lebanon, Iraq is a real 
land of promise. With population larger than Syria 
and Lebanon combined (over 514 million) Iraq has 
important natural resources—oil in the Kurdish 
Mountains along the Iranian border and down near 
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Basra, as well as proven but unexploited deposits 
of many minerals. It has no population pressure and 
has millions of acres of potentially fertile land. It 
has ample water supplies in the Euphrates and Tigris 
Rivers and, what’s more, it has plenty of money to 
make the country blossom again. As one goes from 
Baghdad to Babylon—which, incidentally, is a rather 
disappointing expanse of brick ruins—one sees the 
now exhausted land that made the old Mesopotamia 
the biblical “Eden”. The old canals are still there 
but silted. 

What has happened is that the Iraqi Development 
Board, which is financed with the funds received 
from the oil companies, has been giving priority to 
flood control and water storage schemes rather than 
to the actual recovery of the once-fertile land. There 
has also been the usual bickering about whether to 
draw on the unemployed or to use mechanical equip- 
ment. The resettlement of landless families on the 
recovered land has lagged far behind the original 
plans, and as a result there has been a great deal of 
radicalism among the peasantry. Considering the 
exposed geographical position of the country and the 
existence of a strong communist party (now driven 
underground), the prospects for political stability 
in Iraq—despite the fact that there are money and 
natural resources—leave much to be desired. 

The Iraqi new intelligensia is particularly dis- 
satisfied with the paternalistic way things are being 
handled. Unlike their Syrian counter-parts, I found 
the educated Iraqi eager to receive all the American 
technical aid they can get. I talked with many 
students: on the huge Nairn bus, to those who were 
returning from U.S. colleges where hundreds of them 
now study; and on the Taurus Express, to those 
who were to be sent to America after a short briefing 
in English at the American University in Beirut. 
Those returning were quite nostalgic, and I was told 
that a good many of them seek re-entry into the 
U.S.A. After three or four years of life on American 
college campuses, the young Iraqi Arabs go back 
to what are very often primitive adobe huts and even 
tents. But that is not all. They are faced with political 
cliques as well as communal opposition to reforms 
they would like to carry out. No wonder they become 
discouraged. 


Travellers On The Taurus Express 


Although the Taurus Express is a relatively com- 
fortable and clean train, thanks to its Turkish 
personnel, it travels slowly. What the Taurus Ex- 
press lacks in speed, however, it makes up in eco- 
nomic and human interest. As it rolls slowly along 
the Tigris one can see huge tracts of land that would 
lend themselves excellently to mechanical cultivation 
if the old irrigation canals could be desilted. The 
North Syrian desert was surprisingly green; now 
and then one could see an Arab farmer scratching 
the soil with a primitive wooden plow, or a Beduin 
tent with goats, sheep, and camels grazing around 
it—and as often as not, an automobile parked along- 
side the tent. The sheiks and even the minor chief- 
tains are apparently taking to automobiles (when- 
ever they can afford them) like ducks to water. 

Among the most interesting acquaintances made 
on the Express were the Persian engineers and 
businessmen. Most of them were going to Western 
Europe to get jobs or to sell Persian products which, 
with the exchange rate at 90 rials per dollar, were 
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quite inexpensive (when Mossadegh took a { 
sna “ — oy <4 inca +“ A Study of Exceptional Progress 
ess than 50 rials in the black market). I was F . aed 
told that everythiong had stopped in Iran. CPR Renee Sane) 
Although hundreds of kilometers of railway 1946 1950 1952 
right-of-way had been constructed, tunnels - ea 
and all, there were no rails. Factory and Production: 
apartment buildings have been left unfinished sega thar pi po pre 
for lack of imported fixtures. The Iranian Coal and lignite (000,000 tons) 44 5.6 6.2 
Treasury is simply scraping the bottom of Manganese (000 tons) 2 32 102 
the barrel. me 

With no foreign exchange allocated for } pisos (million lire) 432 738 ‘1,016 
their travel, the Iranians were financing their Exports to U.S...... ' 87 125 "162 
westward journey by the sale of Persian Exports to Germany 156 241 
carpets. Each of them had several bundles of — — a eee see ar joie = 

y . mports rom -. (million tire . 
and the second in Turkey, But aa Lobsarved, | aomyngimsemans inten toe) a a 
e “ ’ etail prices = 
it was a rather precarious way of traveling. . . leit lia 
One of my new Persian friends was virtually ia - ~_ a - -_ ‘int - 
held up by an Armenian dealer, who conti- serra ig gy ns 965 1,002 —*1,284 
nued to drag out the deal until the very last Bank deposits (million lire) .. 654 1,065 1,661 
moment when he knew the Iranian had to sanailiide 
leave. A beautiful Ispahan carpet which : = 
would retail in New York for $500 to $600 iy hala = a 
was disposed of to the Armenian for the Cotton (000 bales) 800 1,400 
equivalent of less than $100 in Turkish lire. Note: Population of Turkey in 1952 was almost 22 million; it was increasing 
Turks Are Confident and Building ee ae eae ee 

















Their Country 


Beyond Adana, which is in Turkey’s orange 
growing belt, the Taurus Express speeded up as it 
passed through the famous Cilian Gates and worked 
its way up the Anatolian plateau. The mountains 
were still covered wth heavy snows around Kaysari, 
where the railroad station was jammed with Amer- 
ican and Canadian farm machinery. Turkey, which 
is about as large as Texas and Louisiana combined, 
is still a pretty empty country. There are but a few 
large towns on the Anatolian plateau, and all that 
one sees, outside of an occasional primitive village, 
are flocks of sheep and black goats or herds of 
scrubby cattle watched over by hardy Anatolian 
shepherds and their white dogs. A great deal more 
land could be cultivated if mechanized equipment 
were available. Similarly the yields could be brought 
up. As a matter of fact, the Turks claim that their 
country could support 50 million people instead of 
the present population of some 22 million. 

As elsewhere in the Near East, soldiers are in 
evidence everywhere in Turkey. The trains and the 
stations are jammed with them; but unlike in Syria 
or Iraq, one also sees American military equipment, 
and American soldier-instructors. The average 
Turkish soldier—the Asker—is a hardy Anatolian 
peasant who can live on a daily ration of a loaf of 
bread, a handful of olives, and a piece of cheese, and 
who as often as not is still illiterate. From what 
I heard in Istanbul, we have learned to respect the 
Asker for his hardiness and bravery; but the Turks 
still lack the “feeling” for mechanical equipment, 
though they learn fast. Proper maintenance of the 
equipment is one of the problems, and there is, of 
course, also a shortage of specialists. 


Another interesting thing that I noticed passing 
through Anatolia was the great mounds of grain 
or the many grain bins at every railway station. 
Turkey’s output of cereals, I learned, practically 
doubled during the last three years, reflecting a 
greater use of American agricultural equipment and 
improved farming practices.* The output of cotton 
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rose from about 800,000 bales in 1950 to 1,400,000 
bales in 1952; similarly, sugar beet production has 
been expanded. Most of these surpluses have re- 
mained unsold, principally because they were priced 
above the world market. They have taxed all the 
existing facilities, and, I understand, another bum- 
per crop is expected this year on the basis of sowed 
acreage. The Turks hope to dispose of these sur- 
pluses largely through barter with Germany and 
other European countries, including some of the 
satellites. 

The Turkish-American trade, although several 
times larger than before the war, is handicapped by 
the fact that Turkey has relatively few products to sell 
us: tobacco, raisins, filberts, carpet wool, skins, and, 
in recent years, chrome ore, some manganese and 
copper. The natural market is Germany and Central 
Europe, and this explains the presence of large num- 
bers of German businessmen in Ankara and Istanbul. 
Turkish imports from Germany in 1952 were more 
than three times as large as the imports from the 
United States which consist primarily of motor 
vehicles, machinery, petroleum products, and chem- 
icals. 


Private Enterprise Encouraged 


One of the achievements of which the Turks are 
particularly proud is the transformation of Ankara, 
a medieval, half-forgotton provincial city into a 
handsome capital city of about 300,000. As I viewed 
the city from the old picturesque citadel, I could see 
vast residential suburbs, factory areas and marshall- 
ing yards, bustling with unoriental activity. 

Modernization is less noticeable in Istanbul, but 
even that city has been cleaned up and there are 
large and prosperous (Please turn to page 296) 


* Since 1949, the number of tractors in Turkey increased 
from 2,000 to about 25,000. 
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DRUGS 


—What Prospects 


for a Turn? 





By H. F. TRAVIS 


( 

W nat the pharmaceutical industry has done 
for mankind in steadily raising health standards it 
now needs to do for itself. Manufacturers of wonder 
drugs which have saved thousands of lives would 
like to discover a cure for anemic earnings from 
which they have been suffering for a year or longer. 
On the record of successful clinical research in recent 
years, it seems safe to predict that a satisfactory 
solution for the financial problems faced by the in- 
dustry will be found and that in due course the for- 
ward surge experienced in the previous decade will 
be resumed. 

The setback experienced by most representatives 
of the industry appears to have been accentuated by 
the pronounced advances recorded by industry lead- 
ers in the postwar boom. Enthusiasm induced by 
fabulous results achieved with new drugs contrib- 
uted to widespread demand for stocks which subse- 
quent events failed to justify. Although earnings 
temporarily were enlarged by extensive sales of 
antibiotics, antihistamines and sulfa drugs, compe- 
tition soon increased to such an extent that wide 
profit margins could not be maintained. 

Consumer resistance developed to some products 
as a consequence of adverse publicity directed toward 
criticism by medical authorities of undesirable side 
effects experienced by patients. Sales also were 
adversely affected to some extent by generally favor- 
able health conditions and by more conservative 
distribution policies followed by retailers who had 
overstocked in 1951 in anticipation of scarcities 
which failed to materialize. Meantime, many drug 
manufacturers had embarked upon significant ex- 
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pansion programs to 
exploit new products. 
As a result, the dip 
in sales came at a 
time when operating 
costs were rising. 


A Case of 
“Growing Pains” 


It would be unwise 
to attach too much 
importance to this 
evidence of “growing 
pains.” The drug in- 
dustry may be relied 
upon to turn more ag- 
gressively than ever 
to the source of its 
postwar prosperity — 
the research labora- 
tory—and to come up 
with more products 
designed for alleviat- 
ing human ills. Po- 
tential life-giving 
products are being 
constantly tested, and 
it is only a question 
of time before results 
will tell another 
story. Moreover, the 
rapid growth in pop- 
ulation is a powerful 
factor favoring this 
industry. 

Any survey of this 
industry’s prospects 
must take into account the problems encountered 
in the last year and a half since the great postwar 
upsurge in development of new products reached its 
crest toward the end of 1951. Success in bringing 
to the public the results of scientific research con- 
tributed to the rapid expansion in sales and earnings 
of major manufacturers of ethical drugs. Wonder- 
ful benefits of new drugs attained in treatment of 
battle casualties in the war and the previous remark- 
able boom in vitamins which had been discovered 
in medical laboratories gave impetus to research 
immediately after the war. As a result, penicillin, 
streptomycin, sulfa drugs and antibiotics came for- 
ward to provide a basis for extensive sales gains. 

As new wonder drugs were more widely used, they 
lost some of their early glamor and encountered 
problems that appeared to result from excessive use 
or from certain allergies. Consumption of antibiotics 
showed indications of slowing down, while keen 
competition in penicillin and several other common 
drugs narrowed profit margins to the vanishing 
point. A serious problem developed in the case of 
chloromycetin, when it was asserted that in rare 
instances a fatal blood disorder had developed in 
some patients which might have been caused by the 
drug. Despite a conviction that the drug’s therapeu- 
tic qualities were such that it should be administered 
as a curative agent, many physicians displayed a 
reluctance to turn to it if some other antibiotic 
offered favorable results without threatening similar 
difficulties. Demand for chloromycetin declined 
sharply. 

While sales and profits were being trimmed as a 
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result of a general letdown in consumer demand and 
keener competition induced by increased output, the 
industry was having little success in finding new 
products in research laboratories. Progress appears 
to have been made in developing drugs for more 
effective treatment of poliomylitis, but the manufac- 
turers are not yet sufficiently sure of their products 
to go “all out” in putting them on the market. More 
clinical tests will be required. The same may be said 
for products developed for treatment of heart dis- 
ease. Preliminary research shows promise, but 
greater experience in actual tests is regarded as 
essential to eventual successful development. 

With the stimulus of aggressive promotional ef- 
forts and steadily rising national income, drugs and 
medicines have become “big business” in the last 
generation. Whereas our elders generally relied on 
home remedies for almost all ills of the flesh, now 
a great variety of medicines have been made avail- 
able for every ache and pain. Reliance on medical 
aid has been encouraged by wartime experiences, 
by expansion of hospitalization plans and by educa- 
tional campaigns sponsored by medical authorities 
or by governmental agencies. Labor union leaders 
have given great impetus to health plans in industry 
which provide for hospitalization as well as for phy- 
sicians’ care for hundreds of thousands of employees. 

All these programs, many of which are financed 
largely with funds that otherwise would have been 
subjected to federal taxes, have contributed to a 
tremendous increase in consumption of medicine and 
drugs. Many hospital cases, it is generally agreed, 
would not have materialized except for the fact that 
a major part of the expense could be shifted from 








the patient to an organization responsible for medical 
care. The popularity of hospitalization plans among 
workers has led to its growth among individuals 
who contribute regular fees for membership in asso- 
ciations providing hospitalization. 

Rising national income and the rapidly growing 
population also have spurred the use of medicine. 
Home remedies have been virtually abandoned alto- 
gether in favor of widely advertised preparations 
or prescribed ethical products. So satisfactory have 
“wonder drugs” proved in the last decade and a half 
that it now is estimated that antibiotics are pre- 
scribed in between three and five of every ten serious 
cases in which physicians are called. Products de- 
veloped from research in the same interval may 
account for two-thirds of all ethical drugs sold in 
this country, it is estimated. From the standpoint 
of the manufacturer this trend has been so pro- 
nounced that greater and greater expenditures on 
research are required to keep pace with competitors. 
Appropriations for scientific discoveries are esti- 
mated to range upward of $70 million annually. 


The “Proprietary” Manufacturers 


The drug business is divided roughly between 
proprietary and ethical products—the latter com- 
prising specialties designed chiefly for distribution 
by means of physicians’ prescriptions. Proprietary 
lines comprise mostly compounds prepared accord- 
ing to patented formulas and sold largely over drug 
store counters without prescriptions. Phenomenal 
growth in consumption of proprietary products took 
place in the 1920’s and in later years as a consequence 






























Statistical Data on Leading Drug Companies 

Earnings Per Share Dividends Per Share Recent Div. Price Range 

1950 1951 1952 1950 1951 1952 Price = Yield 1952-53 
Abbott Laboratories .................0.....ee $ 2.91 $ 2.76 $ 2.25 $ 1.85 $ 1.95 $ 1.95 43 4.5% 6414-41% 
American Home Products ........................ 3.06 2.99 3.03 2.00 2.00 2.00 37 5.4 397-354 

BRINE PROBS oo ccc scree cccccesenasssescotenncsscsetssncae 3.01 3.65 1.47 1.60 1.75 1.60 21 7.6 355-21 
DINERO oo. oes cnc nciesecssusacuacecnacsvaectash 2.94 2.45 2.20 1.50 1.87 1.50 20 yo 24 -18% 
OCS | Rr ae tt ove, «| 2.66 2.39 .62 1.15 1.10 17 6.4 1858-13% 
McKesson & Robbins ................... «. 414 4.51 3.60 2.65 2.471 2.50 34 7.3 46 -33% 

Mead Johnson & Co. ..... «a “Wag 1.19 1.16 1.00 .80 70 13 5.3 15%-12 
Marek Be 60sec. 5.cesscscissvcescs | 1.62 96 .66 76 .80 20 4.0 35'2-19% 
Norwich Pharmacal Co........ . 1,64 1.29 1.53 1.05 1.00 1.00 22 4.5 27 Ve-1 8% 
Parke, Davis & Co. ............. 3.65 3.89 3.32 1.75 1.90 1.90 37 5.1 58 -36% 
Pfizer (Chas.) & Co. ............. saa 2.42 2.17 91 98 1.15 28 4.1 42%4-26% 

WOU ENOUEE oo 228. ies scescicens cute - 58 A 56 : 10 aa 6 2.5 6%- 5 
MMAR INANE 2045s esses tus csicsasceesvoeedes 3.41 2.91 2.63 2.50 2.25 2.00 33 6.0 4334-32 
NIMC GTIGINNCEID «cs 550-4csscthuxeavestcovcessactactinctessss 3.33 2.88 2.79 1.20 1.20 1.20 24 5.0 2534-238 

MN RNN IMMUNE CNNEEE. 9 ccs ccésuusisvescooktcsbccsavceceioeee 2.67 2.93 1.96 a .87 1.15 14 8.2 20%-14 
OITA ID UCN GN Oy oes s26cs cart cos ni caazcvsssacnezatszits 25 29 35 as .20 25 5 5.0 5%- 44 

t—Based on 1952 dividend. 1_Plus stock. 2—Merged with Sharpe & Dohme. 








Abbott Laboratories: Recent emphasis on research expected to bolster ag- 
gressive merchandising reputation; heavy dependence on foreign sales 
seems a handicap. 

American Home Products: With food products and specialties contributing 
to diversification, drug operations are less dynamic than with other com- 
panies; outlook good. 

Bristol-Myers: Keen competition in proprietary products and disappointing 

— in penicillin, because of slim margins, earnings prospects seem only 
air. 

Lambert Co.: Growth hampered by lack of development of drug products 
to supplement antiseptic sales. Competition keen in plastics and proprietary 
items. 

Lehn & Fink: Aggressive merchandising methods tend to sustain sales of cos- 
metics and proprietaries, but margins are narrow. Modest gain in sales 
indicated. 

McKesson & Robbins: Growth in population and uptrend in consumption of 
proprietaries are favorable for this leading wholesaler. Earnings likely to 

remain stable. 

Mead Johnson & Co.: High birth rate and recent tendency toward increase in 

family formations hold promise for uptrend in sales of leading baby foods 
roducer. 

Tarek & Co.: Progress should be accelerated by consolidation with Sharp & 
Dohme. With latter’s modern facilities, gains in research and sales should 
result. 


n,n eee 
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Norwich Pharmacal: One of few companies in industry to expand sales in 
1952, progress in ethical lines should boost earnings this year and bolster 
competitive standing. 

Parke, Davis & Co.: Slump in volume of antibiotics and narrower margins 
contributed to earnings drop in first quarter. Major rebuilding task faced by 
management. 

Pfizer (Chas.) & Co.: Rapid progress in its popular antibiotic has helped 
counteract profits decline in penicillin. Aggressive management is a reassur- 
ring factor. 

Rexall Drug: Rise in merchandising costs and lack of new proprietary prod- 
ucts with strong appeal account ee narrow margins. Outlook remains un- 
certain. 

Sterling Drug: Problems arising from large overseas shipments and keen 
competition in proprietary products retard earnings gains. Modest upturn 
indicated. 

Vick Chemical: Conservative expansion in ethical lines points to growth 
Pe on aggressive merchandising of proprietary products. Gain in 1953-54 
ikely. 

Gaeanettedeat: Strong growth in ethical volume and development of new 
ann for proprietary and cosmetic lines hold promise of moderate rise 
this year. 

Zonite Products: Management changes expected to spur development of new 
products and wider distribution. Margins hampered by keen competition in 
regular lines. 
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of vigorous advertising efforts and aggressive mer- 
chandising programs. Wide profit margins, especially 
in numerous skin preparations and cosmetics, at- 
tracted competition with the result that promotional 
expenses have had to be enlarged to maintain sales 
volume. Many pharmaceutical concerns which had 
their foundation in proprietary products have ven- 
tured into the more profitable ethical lines to im- 
prove their earnings outlook. 


Competition Creates Need for Consolidations 
In Industry 


A similar situation appears to be developing now 
as a consequence of the intensification of competition 
among producers of antibiotics. Two significant con- 
solidations have taken place in the industry within 


the last year, and this trend is believed to reflect the 


determination of industry leaders to fortify their 
position in anticipation of an intense struggle for 
domination. In the first combination, Mathieson 
Chemical, once a prosaic manufacturer of alkalies, 
soda ash and other similar chemicals, acquired E. R. 
Squibb & Sons, thereby providing an outlet in 
Mathieson’s case for pharmaceutical chemicals with 
wider profit margins. Squibb’s position undoubtedly 
was strengthened by the affiliation with a major 
producer of a variety of chemicals. 

Two substantial pharmaceutical companies were 
merged when Merck & Co., absorbed Sharp & Dohme. 
Both units of this combination promise to add 
strength to the larger organization. Merck has been 
a leader on research and development of new prod- 
ucts, but has been weak on a broad diversification 
of medicinal specialties. Sharp & Dohme, on the 
other hand, has specialized in prescription formulas 
and has developed hundreds of products prescribed 
by physicians. The latter’s strength has been in its 
aggressive merchandising and distribution organiza- 
tion. The company has followed a policy of purchas- 
ing the bulk of its raw materials required in com- 
pounds. Hence, one company complements the other 
in this consolidation. 

Although hospitalization plans are strongly in- 
trenched in our modern way of life, socialized medi- 
cine—which could give even greater impetus to the 
drug industry’s growth—has gained little headway 
in the United States. Despite widespread popularity 
of the system in Europe, the American public has 
evidenced little desire for the idea and recent political 
trends have been away from rather than toward 
socialized medicine. There seems to be little point in 
considering this development as a factor affecting 
the pharmaceutical industry over the near term. 

In keeping pace with the rapid expansion in con- 
sumer demand for branded proprietary products 
as well as for widely heralded wonder drugs, the 
industry has greatly enlarged its productive facilities 
and its research laboratories. New plants have been 
constructed largely out of retained earnings despite 
the handicaps imposed by high tax rates. Sales 
volume rose sharply immediately after the war and 
pharmaceutical manufacturers took steps to provide 
additional facilities. Considerable financing has been 
undertaken in recent years to raise funds for en- 
largement of facilities. 

As a guide for investors interested in stocks in 
the industry, statistical tabulations have been pre- 
pared to show earnings trends of the major com- 
panies and to provide information on other financial 
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Comprehensive Statistics Comparing 











American 

Figures are in millions, Abbott Home 

except where otherwise stated. Laboratories Products 
CAPITALIZATION: 
Long Term Debt (Stated Value).......... —...... ; $11.9 
Preferred Stock (Stated Value)......... $10.6 pa 
No. of Common Shares Out. (000)... 3,739 3,871 
Total Capitalization .......................... $36.0 $15.8 
INCOME ACCOUNT: Fiscal Yr. ended 12/31/52 12/31/52 
OE a i en es ok, $85.5 $184.5 
Depreciation, Amortization, etc......... $1.7 $2.1 
Oe a ee ae $7.0 $13.5 
Interest Charges .....................:cclecccce | ceeeeeee $.5 
Bal for Common ........................ : $8.4 $11.7 
Operating Margin .........................5 20.1% 13.0% 
Net Profit Margin ............................. 10.3% 6.3% 
Percent Earned on Invested Capital... 12.8% 16.6% 
Earned, Per Common Share*.............. $2.25 $3.03 
Price Earnings Ratio ................. a 19.1 12.3 
BALANCE SHEET: Fiscal Year ended .... 12/31/52 12/31/52 
Cash and Marketable Securities. ....... $24.1 $31.0 
Inventories, Net ...........................000005 $24.1 $33.1 
Receivables, Net ............................6. $14.5 $18.8 
Current Assets .................. $62.8 $85.0 
Current Liabilities .............. : $22.4 $25.1 
Net Current Assets ... $40.4 $59.9 
Fixed Assets, Net ............... aS $25.7 $23.0 
OP) OR aa eae Ra $93.6 $116.7 
Cash Assets Per Share....................... $6.46 $8.01 
CUPTORT RANG ........:...0..65.ccccc0cccsseeseies 2.8 3.3 
Inventories as Percent of Sales ......... 28.2% 17.9% 
Inventories as % of Current Assets 38.4% 39.0% 
Total Surplus ......... ee <p $33.1 $66.9 





*—Data on dividend, current price of stock and yields on supple- 
mentary table on preceding page. 








factors. Brief comments are included for the prin- 
cipal companies. 

Reference has been made previously to several 
representatives of this industry, but it may be well 
to illustrate recent progress with a few observations 
on progress of several of the best known concerns. 

Abbott Laboratories is highly regarded as capable 
merchandisers of widely used remedies having broad 
markets. Management concentrated on preparation 
of formulas in packages or forms having greatest 
appeal for physicians. Aggressive promotional prac- 
tices contributed to a sharp rise in sales. Only after 
competitors had gained considerable headway in 
development of new products did the company turn 
vigorously to basic research and bring out its own 
antibiotic products. Prospects are regarded as prom- 
ising for maintenance of its competitive position 
though dependence on foreign sales seems a handi- 
cap. Earnings and dividends seem likely to hold 
around last year’s totals. 

Merck & Co., one of the pioneers in scientific re- 
search and development of therapeutic products, has 
been discussed previously in connection with the con- 
solidation now being effected with Sharp & Dohme. 
It need only be added that conditions appear promis- 
ing for a strong recovery from last year’s setback. 
An increase in earnings to the equivalent of perhaps 
$1.25 a share, as compared with 96 cents in 1952, 
would appear a reasonable prospect, since the acqui- 
sition of Sharp & Dohme would seem to assure 
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the Position of Leading Drug Companies 
Pfizer 
Bristol Merck Norwich Parke, (Chas.) Rexall Sterling Zonite 
Myers & Co. Pharmacal Davis & Co. Drug Drug Products 
$14.3 $.7 ee ee.  ti(Ct« $26.1 BIG acs 
$6.4 $364 ©... ee ~~ ose $11.1 eae, 
1,599 7,335 899 4,894 4,884 3,500 3,835 825 
$24.8 $38.4 $4.0 $14.0 $24.5 $34.9 $47.1 $.8 
12/31/52 12/31/52 12/31/52 12/31/52 12/31/52 12/31/52 12/31/52 12/31/52 
$56.6 $105.7 $18.0 $126.3 $107.0 $178.2 $157.0 $4.2 
$1.4 $5.2 $.2 $1.9 $4.0 $2.1 $2.4 $.04 
$2.4 $10.5 $1.7 $16.4 $9.7 $2.0. $14.3 $.3 
Meee ae eC (tt $.9 $1.1 
$2.3 $7.0 $1.3 $16.2 $10.6 $1.9 $10.1 $.2 
8.6% 13.7% 19.3% 24.9% 17.9% 2.7% 15.8% 8.7% 
4.5% 7.9% 7.6% 12.8% 10.6% 1.1% 6.6% 6.7% 
7.4% 9.0% 15.9% 20.0% 13.0% 4.6% 13.4% 8.3% 
$1.47 $.96 $1.53 $3.32 $2.17 $.56 $2.63 $.35 
14.6 $22.7 14.5 11.3 12.9 11.4 12.8 14.3 
12/31/52 12/31/52 12/31/52 12/31/52 12/31/52 12/31/52 12/31/52 tS/LE/TL 
$7.4 $9.7 $1.5 $23.3 $35.2 $10.0 $16.8 $.8 
$11.4 $31.9 $2.5 $40.3 $28.1 $38.2 $39.3 $.9 
$4.3 $9.3 $3.8 $14.3 $12.8 $12.8 $16.3 $1.1 
$23.2 $51.0 $8.0 $78.9 $76.2 $61.1 $72.4 $2.9 
$3.6 $16.4 $2.7 $33.5 $25.5 $18.0 $24.3 $.6 
$19.6 $34.6 $5.3 $45.4 $50.7 $43.1 $48.1 $2.3 
$24.7 $56.9 $4.8 $28.6 $35.6 $21.2 $35.4 $.8 
$54.7 $112.3 $13.1 $114.7 $113.8 $86.4 $123.9 $4.0 
$4.62 $1.33 $1.76 $4.76 $7.21 $2.85 $4.38 $1.05 
6.4 3.1 3.0 2.3 3.0 3.4 3.0 4.9 
20.3% 30.2% 14.0% 31.9% 26.3% 21.4% 25.0% 22.7% 
49.4% 62.6% 31.5% 35.2% 36.9% 62.5% 54.3% 33.1% 
$26.4 $55.4 $6.3 $67.1 $62.8 $33.4 $47.9 $2.6 








Note: E. R. Squibb & Sons absorbed by Mathieson Chemical. 
Sharpe & Dohme merged into Merck & Co. 








sanistead 


added earning power. No change in the current divi- 
dend rate has been suggested. 

Parke, Davis & Co., experienced a serious setback 
last year, as mentioned earlier, and the adverse effect 
on sales and earnings seems likely to endure through 
most of 1953. The management is well qualified to 
meet this challenge however, and it would be reason- 
able to look forward to discovery of additional prod- 
ucts to counteract the downtrend in chloromycetin 
sales. The company is regarded as one of the world’s 
largest distributors of pharmaceutical products. 
Large sums are devoted to research and to promo- 
tional activities through trained representatives in 
the field. Export business is believed to account for 
as much as 40 per cent of sales. Although the setback 
in earnings appears to have roused uncertainty over 
dividend policies, the management has pursued a 
conservative financial policy and probably would 
be reluctant to reduced distributions to stockholders 
unless necessity dictated such a course. 

Chas. Pfizer & Co., responding to dynamic man- 
agement policies, has become the second largest 
publicly owned company in the pharmaceutical in- 
dustry, it is believed. Its rapid growth is closely 
identified with the phenomenal expansion in demand 
for penicillin. The company has kept pace with sci- 
entific research and has made significant progress in 
antibiotics through terramycin, which is regarded 
as the leading wide spectrum type of chemicals used 
in treatment of disease. Despite keen competition in 
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most of the products produced by the company in 
large volume, indications point to maintenance of 
earnings this year comparing favorably with 1952 
results and perhaps approaching the 1951 showing 
of $2.42 a share. 

Economic conditions generaly are favorable for 
the pharmaceutical industry for the coming several 
months. Consumption of tonics, vitamins and other 
medicinal products used for guarding against sick- 
ness or the adversities associated with old age is 
on the uptrend. The high level of personal income 
and the gradual increase in our population of elderly 
persons tend to support a large year-to-year growth 
in use of proprietary products. Promotional efforts 
to stimulate consumption are being stressed. 

Earnings prospects should be bolstered not only 
by gradual enlargement of sales, but also by the pos- 
sible recision of excess profits taxes. Elimination of 
the wartime levy on earnings would prove beneficial 
for several leading pharmaceutical companies which 
have been paying burdensome taxes. Relief from 
EPT together with curtailment in expansion pro- 
grams would encourage hopes of more liberal divi- 
dends. 

Representative stocks in the drug group have ex- 
perienced sizable corrective declines in recognition 
of last year’s disappointing results. Accordingly, this 
group appears to be less vulnerable to depressing 
influences than others which have not been through 
a setback. 
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Five Timely 


Selections in 


“Risk Free” Stocks 


By OUR STAFF 


R eaders may well be surprised by the choice of 
the adjective “risk-free” in the above caption when 
they are aware that in reality there is no such thing 
as a literally “risk-free” stock. Such a designation, 
in this instance, however, is applied to certain issues 
that have proved they possess a substantial degree 
of immunity to the normal hazards of operations and 
fluctuations resulting from changing general condi- 
tions and to which others are more subject. 

This degree of immunity can best be determined 
by the stability of a company’s record, particularly 
its history as a dividend payer. When a company has 
managed to continue dividends without interruption 
for a period of 20, 30 or 40 years, or longer, in times 
of war and peace and during years of depression as 
well as-prosperity, it obviously has passed the essen- 
tial test as an investment. 

Issues which fall into this category, therefore, may 
properly be said to belong to the “risk-free” group. 
Such issues always have a strong appeal to the in- 
vestor interested primarily in safety of income. But 
now, with the market in an uncertain position and 
business facing a period of indecision, these issues 
naturally have a stronger attraction for other inves- 
tors also as they become more interested in security 
of income than in market appreciation. 

After a careful combing of the list we have selected 
five stocks we believe belong in this so-called “risk- 
free” group, and which are worthy of consideration 
of investors concerned with finding investment media 
with more than average reliability as dividend 
payers. The selections are made up of five companies 
operating in diversified fields. They have been se- 
lected not only because of their fine dividend records, 
but also because their stocks have shown unusual 
price stability for the past several years. We believe 
this selection will be a welcome aid for those inves- 
tors who would prefer to acquire stocks with market 
stability and at the same afford a high degree of 
safety of income. 
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AMERICAN SNUFF CO. SNU 


Price Range — 
1929 — 1935 
High -518  — 
-|Low -212 






Funded Debt: 
Shs. $6 n-c Pfd: 39,528 - $100 par 
— Shs. Common: 461,100 - $25 par 

Fiscal Year: Dec. 31 








1948 
_3. 






1946 1947 


1. 






3 


AMERICAN SNUFF COMPANY 


BUSINESS: This company is one of the three large manufacturers of snuff 
which it markets under brand names of ‘Garrett’, “Dental”, “Peach” and 
“Honest”. It has a wholly-owned subsidiary, Taylor Bros., Inc., acquired 
through an exchange of stock in October, 1952, producing various brands 
of chewing tobaccos. 


OUTLOOK: A characteristic of the company’s snuff b is the funda- 
mental stability of demand which has laid the basis for steady growth. Net 
sales have grown from $9.2 million in 1942 to more than $15 million in 
1951 and 1952, with the uptrend developing a faster tempo between 1946 
and 1951. Net sales in that period increased by 50 per cent, or from 
$10 million to $15.3 million, with 1952 volume totaling $15.1 million. An- 
other characterstic is stable earning power. Over the last ten years, average 
annual earnings for the common stock have been $2.65 a share with actual 
net in 1952 amounting to $3.05 a share, as compared with $2.73 in the 
preceding year. Variations from year to year principally reflect fluctuations 
in the cost of leaf tobacco and changes in income tax rates. Last year, for 
instance, Federal income and EPT took a little more than $2 million from net 
profits of $3,652,635, leaving net income of $1.6 million which, at that, 
was roughly $200,000 more than was shown for 1951. On the basis of 
1952 net, expiration of EPT would add about 60 cents a share to common 
stock earnings. As iis usual for companies in the tobacco industry, it is 
necessary to carry from two to three years inventory of leaf tobacco and 
American Snuff’s position at the close of last year showed leaf tobacco 
and other materials carried at $14.3 million, although bank loans were 
comparatively small, amounting to but $1.8 million. Aside from 39,528 shares 
of $6 preferred, its only stock consists of 461,100. shares of common. stock 
on which dividends have been paid without interruption for the last 
50 years. 





DIVIDENDS: Payments in recent years have varied from $2.00 to $3.00 per 
share annually on the common stock. The current rate is 60 cents a share 
quarterly. 


MARKET ACTION: Recent price of 39, compares with a 1952-53 price 
range of High—39%, Low—36%. At current price the yield is 6.1%. 


COMPARATIVE BALANCE SHEET ITEMS 













December 31 

43 1952 Change 
ASSETS (000 omitted) 
Cash & Marketable Securities ..................0.... $ 5,898 $ 2,896 —$ 3,002 
IE a scccs cove bs cospcessces cect ones ovezeserscnsens 720 819 =I 099 
oc, Becacassv usacensnvasiaancuregusseveonse 7,189 14,379 + 7,190 
TOTAL CURRENT ASSETS 13,807 18,094 + 4,287 
Net Property ........... 629 1,663 -t- 1,034 
Intangibles ... 5,000 5,000 ; : 
Investments ... hey “eters 1,012 + 1,012 
Other Assets : 333 621 + 288 
UIE oo, os2i6cesscsividsacarsisistentesceeeaeoaee $ 19,769 $ 26,390 +$ 6,621 
LIABILITIES 
Daan MIRREN 55565552. cts sig sesscchitesedossscavonsvarstusaces, -catsbss : $ 1,800 +$ 1,800 
PEE IND ossescuieccsccsssecncecserssedoseesceess $ 080 190 + 110 
WUE ps ovate sstacvauns cvccv¥vinssbeavbeveahech-snosesicbavaeserese 324 336 + 012 
BN riot Au sivaan cake iasxinyeges 952 2,178 + 1,226 
TOTAL CURRENT LIABILITIES 1,356 4,504 + 3,148 
a 25 ' _ 252 
Preferred Stock .. 3,953 3,953 : 
Common Stock .. 11,000 11,675 + 675 
Surplus ............. 3,208 6,258 + 3,050 
TOTAL LIABILITIES .. ... $ 19,769 $ 26,390 +$ 6,621 
WORKING CAPITAL ............ ww. $ 12,451 $ 13.590 +$ 1,139 
RUMI NED ooo csv eciasccecerstonduascaenssasssventcaees 10.5 4.0 — 65 
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CORN PRODUCTS ee CG ———_ - — ___ ENDICOTT-JOHNSON ___—sCiSN  neemaas 
Se cea. CAR SCANS SUREPOS A SS J Adjusted ==] |[-— E = 5 2 — Sez ss {———_f ff oe 
——_ +--+ Corn Syrups & Starch — | Price Range — SY [+ Sees fe ee | f ——} eg 
- ba a t (ieserean 1 Sec = es | 
= 4 High Se 23 t 1 t t =r - + Adjusted +—_ SJ 
Low -243 = eal i { ft +o = ——] Price Range ~———~ 
: = Sh ae t ak 2 I Saas | t | ] 1929 - 1935 =" 
— = Saal Ean Sra) | cease [SETS Sd Se Sa RN cc f | High - 4121/6 + | 
=: = 4 SSS> 22) SS SS Sa eS 
—-= I ae = SS —— 
RE Si ‘3 5 t ar T t Tt 
— a tir tah PE 10 f in rr i Ru { 
— | eA t t t 
— ae eo Sa ff —— uf 4 jth: iH " i SEAN 
I: ie | i it: | | a L I, sul | 
—{— B+ 60] : # + + . if S j i i, 
ay euare or a ) —— f moet I 
— 50|L— r { | = =f 
ea - - _ t t —y 
Sa oe : jim t al SSL J I weal 2 = t <a 
at bh 4” . ++ Long Term Debt: $8,745,000 t —| , 
ae Funded Debt: ET 23 Usain x | Shs. $4 Pfd: 72,380 - $100 par T T T zi» 
{__{ _____1Shs. $7 Pfd: 245,730 - $100 par —_-+ ——+ ——— ————— | Shs. Common: 810,720 - $25 par t 4 | =e | 
= {-————]Shs. Common: 2,651,739 - = par - as wh == t | Fiscal Year: Nov. 30 t h- | a 
Fiscal Year: Dec. 31 ’ t - : 320}}-—— = —1 
isa SEIS a See eee ba +t et : t zi Sea Teed i i i ol 
a0 st | THOUSANDS OF SHARES + {— ———f +—_— —\ "THOUSANDS OF SHARES + } | fH | titt— 
== a) SST RRR ST a SE —— Sees SSeSSe | | oi | | t | t HH Hits 
ee Sa! 3 TT Re TS | Se | ! 2 I i i | ‘Hl I — 
7 i See ee tuft SAA AREA : 
952 198: 1943 1944 1945 1946 | 1947 19486 1949 1950 1951 1952 1953 | 1942 | 1943 194 19. 1946 1947 1948 | 1949 Sw eB ACE 
05 | ms] 2.76 | 2.70 [2.74 [4.71 [6.06 | 4.41 | 4.87 | 8.44 | 5.09 | 4.60 kannlf’ 2.44 | 2.40 | 2.42 | zt | 2.57 | 3.27 | 4.11 | 2.48 | 1.36 | 2.52 | 2.82 | 
50 | mw 2 .60 | | 2.60 2.60 | 2.60 | 3.00 3.60 3.60 3.60 |*3.60 3.60 ow} 1.50 | 1.50 1.50 1.50 | 1.50 1.57%| 2.10 | 1.60 i 1.60 1.60 | 1.60 ® 
3.5 (Wea | 43.9 | 47.9 | 46.9 | 48.3 | 44.7 | 23.9 | 20.4 | 30.6 | 33.3 [ 32.5 [me CaP $™I¥ 595 | 32.0 | 33.0 | 34.9 | 39.6 | 43.3 | 42.8 | 37.3 | 38.1 | 48.1 | 46.4 [Wee Cap $ 
* Plus Stk Div 
CORN PRODUCTS REFINING CO. ENDICOTT JOHNSON CORPORATION 
nuft BUSINESS: This company is the largest producer of corn derivatives such BUSINESS: An integrated manufacturer of medium and low-priced footwear 
anal as dextrose, dextrins, syrups, starches and oil. Bulk sales are made to food for men, women and children, including rubber-soled canvas and rubber 
red products manufacturers and industrial users. Packaged products sold at footwear, rubber soles and heels. Operates a rubber reclaiming plant, and 
nds retail under nationally advertised brand names include Karo syrup, Argo produces practically all its requirements of sole and upper leathers. 
corn starch, Mazola salad oil, Kre-Mel pie filling, Linit and Niagara laundry 
starches. OUTLOOK: From time of its formation in 1919, when it succeeded to a 
as : . business begun more than 70 years ago, Endicott Johnson, now the second 
Net OUTLOOK: Corn Products Refining has a consistent earnings and dividend _Jargest maker of shoes in the U. S., has never failed to pay dividends on 
in record, Cash payments to holders of the common stock have been maintained _ its common stock. Last year it did a business in terms of net sales amounting 
946 without a break for the past 33 years, these distributions being accom- to $142.9 million, producing net earnings of $2.5 million, equal to $2.82 
cain panied, on occasion, by stock dividends, the most recent of which being a a common share, as against $2.52 a share in 1951 on net sales of $157.3 
ee 5% payment in 1950. Net income for the common stock in 1952 was equal million, the peak year to date, being $24 million greater than 1950 net 
age to $4.60 a share. This compares with $5.09 a share realized in 1951, the sales that produced net equal to $1.36 in common share earnings. The 
val decline being accounted for by restricted 1952 first half sales because of outlook for the current year for the entire shoe industry is one of increased 
the reduced activity and downward inventory adjustments on the part of many sales without the aid of Government buying for the Armed Forces which 
ons 4 of the Principal consumers of the company’s products with a consequent accounted for 9 per cent of this company’s total business in 1952. By hold- 
for narrowing of profit margins. This situation reversed itself during the latter ing its output in the medium and low-priced brackets, Endicott Johnson is 
net months of the year, continuing into 1953 with indications that demand for able to cater to the greatest consumer market. Moreover, its products are 
rat, bulk products for use in the paper and textile industries, as well as by food distributed through jobbers, chain store organizations, mail order houses 
of processors should hold at a high level while corn costs, now about 15% and more than 30,000 independent retailers, as well as through 500 retail 
non below a year ago, are expected to continue favorable. At the same time, outlets of its own occupying leased properties, doing business under the 
ite sales of packaged products are expected to continue to expand while trade names Endicott Johnson, Merit, Father & Son, and others. It has 
and profit margins should improve asa result of the deve opment of new manu- consistently maintained a strong financial position. At the close of the fiscal 
cco facturing prosacnes. Accompanying this progress is the expansion of activity year in Nov., 1952, current liabilities of $16.4 million were exceeded by 
ae in Corn Product's chemical division. The successful initial operation of a current assets of $63.6 million, including $37.3 million in finished shoes and 
res glucuronolactone pilot plant during 1952 is being followed by an intensive raw materials. To guard against fluctuations in leather prices, the company 
ock market development of the product and its derivatives, while two new sometime ago adopted the normal base stock method of inventory, designed 
last products, Methyl glucoside, a derivative of dextrose and Argo brand to eliminate from earnings most of the effects of uncontrollable inventory 
polysaccharide, a water soluble adhesive, have passed the initial labora- price increases or declines by transfers to and from current earnings. 
tory stage. 
per ee Sa ed . i DIVIDENDS: Quarterly payments of 40 cents a share have been paid since 
are DIVIDENDS: Distributions on the common stock are currently being paid 1950, a conservative rate considering that net in the last two years has 
quarterly at the rate of 90 cents a share, increased from 75 cents a share }..n more than double dividend needs. 
in 1948. 
rice . P . MARKET ACTION: Recent price of 283s, compares with a 1952-53 price 
MARKET ACTION: Recent price of 72, compares with a 1952-53 price range of High—30%, Low—26. At current price the yield is 5.6%. 
range of High—73, Low—65%. At current price the yield is 5%. 
COMPARATIVE BALANCE SHEET ITEMS 
COMPARATIVE BALANCE SHEET ITEMS November 30 
ge December 31 1943 1952 Change 
1943 1952 Change ASSETS (000 omitted) 
002 ASSETS - (OP cxned Cash & Marketable Securities ......... $15,187 $ 4,106  +4$ 11,081 
099 Cash & Marketable Securities ................0.00.. $ 51,695 $ 23,869 —$ 27,826 Receivables, Net peg aoe 7. 17,810 + 10,124 
190 Receivables, Net ............. 6,111 12,544 + 6,4 CN ra a icin veecacadakameneacenenesl 18,892 41,015 + 22,123 
287 ingentaneee os 8,519 20,461 + 11,942 TOTAL CURRENT ASSETS . 41,765 62.931 + 21,166 
034 TOTAL CURRENT ASSETS ...............:ccceceeee 66,325 56,874 — 9,451 Net Property serie 9,883 19,658 -t- 775 
co Net Property .................... 31,602 84,159 + 52,557 Employee’s enti ye 832 2,408 + 1,576 
012 DNR 250s nde fas iijoessescsnsnonsessasccovestussssaicetnives a 19,947 a TN NRE ARON hous ccgcestscocnccocssnaciesacs 1,601 1,876 ot 275 
288 Other Assets ..... ‘ 4,262 3,785 _ 477 I I soi occiscacndececutoammeancsssepeinsons $ 54,081 $ 86,873 +$ 32,792 
621 WORUIAG FSBO ocssescccvscesssecese : $123; 542 $164,765 +$ 41,223 
LIABILITIES 
LIABILITIES Debt Payable -$ 920 3,009 +$ 2,089 
800 Pe INU INE 62 a5 saisecssascdecteasshasevseeaseestieneae $ 3,757 $ 6,760 +$ 3,003 ag od = & Accruals oo... ccc 3,084 12,789 + 9,705 
110 + mage — # 2,870 3,545 + 675 = Tax Res 5,689 675 — 5,014 
Cnn) Oe 2 ee 15,659 14,005 — 1,654 TOTAL CURRENT LIABILITIES 9,693 16,473 + 6,780 
22% TOTAL ‘CURRENT LIABILITIES 22,286 ZA.S1Q = +- --2,024 = RESO VOT ...n..--ssecoessessescosesscncsnes 6,514 16,946 + 10,432 
148 MW UMTNNGIOR oases cs ch sos cooncsnesusesecccescasjscpvcsese : 1,373 + 1.373 Long Term Debt ... . 8,745 + 8,745 
252 Reserves ........ cL ee — 3,500 Preferred Stock 7,306 7,238 -- 068 
CS Fe 25,000 25,000 Common Stock 20,268 20,268 
675 congees Stock ..... o bp , ai INI sos 5ai rasta dacetanwecdssnsnsosicieson 10,300 17,203 + 6,903 
050 urplus : i , i 
621 TOTAL LIABILITIES $123'542 $164'765 4+$ 4122 re NI ea acc ccccccdcasdsceceesencstsecnces $ 54,081 $ 86,873 +$ 32,792 
139 WORKING CAPITAL .. $ 44,039 $ 32,564 —$ 11,475 WORKING CAPITAL owe § 32,072 $ 46,458 +$ 14,386 
5 GEFITES TRUS oven csesevseseccsossaszsasnovssocessstacessess 3.0 2.3 — 7 CURRENT RATIO .... 4.3 3.8 _ 5 
ET MAY 30, 1953 279 













































































































































































































































































































































































—__—__—_ ——— LIGHTING CORP. PLT - STERLING DRUG STY | 
— ¥ | T T ~ - 
T T aes ReneS . I i t 7. 
; Natural Gas Distributor Price Range ——}_ Medicines & Drugs —— ——] Price wre y 
| ] | \ Sz Nia ——— — - 1935 —# T 1929 - 1935 — 
SES Sa ' WER SIS i aamal oS MERE Aan 
Funded Debt, Subsid: $145,940,000 — Big ae Long Term Debt: $16,082,185 |__| Bigh 34 
None . — Minority Interest: $180,472 Low -—223 
-—— Subsid. Pfd: $22,287,350 — : ™ Shs. $3.50 Pfd: 111,260 - $100 par —f — 
Shs. $4.50 Pfd: 300,000 - no par Shs. Common: 3,835,017 - A = t z 
Shs. $4.40 Pfd: 100,000 - no par 80 Fiscal Year: 2 
Shs. $4.75 Pref: 200,000 - no par T 
Shs. Common: 2,300,000 - no par { 
H Fiscal Year: Dec. 31 ae a i 
2 I T 70 = 4 - 
£ er ee | 2, aE a eal 
r. a os | S fn T 
= ith — Ht ; sh —— 

60 + — 
wer i wp z= =< 
4 7 if t at £ 4 “all ee 
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PACIFIC LIGHTING CORPORATON 


BUSINESS: Through two distributing subsidiaries, Pacific Lighting, a non- 
public utility, sells natural gas, obtained under long term conracts from 
gas producers, throughout a 59,000 square mile area of Southern California 
embracing 115 incorporated cities, including Los Angeles. Also sells natural 
gas at wholesale to other retail distributors. 


OUTLOOK: At the close of 1952, the Pacific Lighting System was serving 
1,739,651 active meters, the largest ber of cust s served by any gas 
system in the U. S. During the year, the two distributing subsidiaries added 
95,089 new cusemers to its lines, completing a 5-year record of adding more 
than 90,000 meters a year. On the basis of housing construction now under 
way and indicated new housing starts for the current year, it is believed 
there will be little, if any, slackening in the rate of growth of the System 
during 1953. The outlook augurs another record 12 months, extending 
the upswing in gas revenues which have increased from $64.7 million in 
1945 to $139 million in 1952, the latter revenue producing earnings equal 
to $4.97 a share for the common stock. In 1951, net was equal to $3.32 a 
share on the same t of outstanding shares. Capital expenditures of 
$232 million in the past six years are now being reflected in greater 
earning power, although there is, without doubt, some distance to go con- 
sidering that 1952 expenditures of $41.8 million could find no reflection in 
revenues or net earnings in that year. It should be noted that earnings for 
the common stock will continue to be diluted this year and next by neces- 
sary financing of 1953 additions and betterments requiring capital expendi- 
tures of approximately $56 million. Earnings, however, should be materially 
aided by increased rates effective since the first of this year, most of which 
as an offset to higher cost of purchased gas, and which has great significance 
as indicating improved reg thods, aiding the System in realizing 
earnings more fully reflecting the growth of the area it serves. 
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DIVIDENDS: The present company, successor to a business begun 67 years 
ago, has paid regular dividends in every year since 1909. Has paid $3 a 
share annually since 1938. 

MARKET ACTION: Recent price of 5912, compares with a 1952-53 price 
range of High—61%, Low—50. At current price the yield is 5%. 


COMPARATIVE BALANCE SHEET ITEMS 





December 31 
943 1952 Change 

ASSETS (000 omitted) 
Cash & Setetee Securities .... . $ 10,724 $ 8,238 —$ 2,486 
Receivables, Net . sFeasyonesbneseteetipnetort shes 5,343 14,654 + 9,311 
Gas Storage ...... ‘ ; 575 1,194 ae 619 
Materials & Sup’ pplies 1,426 5,746 + @,320 
TOTAL CURRENT ASSETS 18,068 29,832 + 11,764 
Property & Equipment .. 203,096 428,472 + 225,376 
iow seat’ Pd RR OF 7,660 13,493 + 5,833 
invortenents ssiecasseietaeiese “ : 4,414 500 — 3,914 

CO a ee : 2,386 1,768 ~ 618 


Othe 
TOTAL ASSETS $235,624 $474,065 +$238,441 


LIABILITIES 





TOTAL CURRENT LIABILITIES ... § 15,423 $ 36,549 +$ 21,126 
Reserve for Depreciation ... : 8,787 93,803 + 15,016 
NN coco ncsavyanspordnperyetossécsssessonseiess 4,011 21,191 + 17,180 
MU MRIMIIIIEOD 5c cesnsctesseieserocosebessccnasenessssses 001 1,445 + 1,444 
Leng Term Debt 47,425 144,644 + 97,217 
IN ccs csnrenisessantpneescharpsioomcovhvavervas ,000 40,000 + 20,000 
Subsid. Preferred Stock . 22,287 a a ee 
EE ree 29,938 61,381 + 31,443 
I est ela. cs pack nn bipciagalvcct bosdenusearias 17,75: 52,765 + 35,013 
TOTAL LIABILITIES ............... $235,624 $474,065 +$238,441 
WORKING CAPITAL . 2,645 $(d)6, Sea —$ 9,361 
CURRENT RATIO . 1.1 - 3 


STERLING DRUG COMPANY 


BUSINESS: A leading manufacturer of proprietary medicines and pharmo- 
ceutical products, household and toilet articles, as well as a number of 
industrial products. Through divisions and subsidiaries operates plants in 
the U. S., Canada, South America, England, Australia, South Africa and 
New Zealand. 


OUTLOOK: Since inception 21 years ago, Sterling Drug as successor to 
Sterling Products, Inc., has moved steadily forward, expanding sales of 
such well known products as Bayer aspirin, Phillips’ milk of magnesia, 
Fletchers’ Castoria, Midol, Dr. Lyon’s tooth powder, Z. B. T. baby powder, 
Energine lighter and cleaning fluids, Molle shaving cream and many others 
under equally famous trade-marked names. Simultaneously, through re- 
search and acquisitions, it has broadened operations in related fields, par- 
ticularly in pharmaceutical specialties for use by the dental and medical 
professions, these contributing substantially to sales and earnings with 
several of them, in the past year, establishing new sales records. This growth, 
extending over the last two decades, has built sales from $24.9 million in 
1932 to a 1952 record high of $157 million. Of last year’s sales total, 76% 
was accounted for by medicinal preparations, 13% by household and toilet 
articles, and 11% by industrial products. The company has a record of 
stable earnings, net per share since 1945 when the stock was split 2-for-1 
averaging $3.10 in each year, although actual per share net for 1952 was 
held to $2.63, reflecting higher costs of freight, materials and wages. These 
are likely to be offset in the current year to a considerable extent by 
increased plant efficiency as well as benefits expected to be realized through 
output of new plants going into production last year and those scheduled 
to be completed this year. Indicative of this trend is first quarter 1953 net 
of 86 cents a share as compared with net of 80 cents a share in the like 
period of last year. 


DIVIDENDS: The company and its predecessors have an unbroken dividend 
record that goes back for more than a half century. The current rate has 
been maintained at 50 cents a share quarterly since the beginning of 1952. 
MARKET ACTION: Recent price of 35, compares with a 1952-53 price range 
of High—43%, Low—32'4. At current price the yield is 5.7%. 


COMPARATIVE BALANCE = ITEMS 







cember 31 
1943 1952 Change 

ASSETS (000 omitted) 
Cash and Madetatie t apatite $ 8,655 $ 16,829 +$ 8,174 
eeatoerete Net ..... eS 6,339 16,314 + 9,97 
Invento Decl sovmontercors 17,575 39,352 -+ 21,777 
TOTAL CURRENT ORES eye near 32,569 72,495 + 39,926 
Net Pro 35,426 + 27,910 
vl 10,496 + 1,596 
Investments .... 677 — 430 
Other Assets 4,865 + 2,990 
TOTAL ASSETS $123,959 +$ 67,992 
LIABILITIES 
NIN papa o Savs os vate bly bexatssadesicvectaaenee $ 1,734 $ 3,863 +$ 2,129 
ROU UNNI 0556s nacssescatecascustivespbusenccacaey 330 5,012 + 2,682 
say ed RRR ES LE SETI SoA 2,355 4,435 4 ,080 
Tax Rese Ee ccusvaveeaantbis 6,779 11,052 + 4,273 
TOTAL CURRENT LIABILITIES «0.00... ccc. 13,198 24,362 + 11,164 
RN oa scat sncirmmnaisinbedandecnisubevenneonionanies 4,738 4, on _ 493. 
IRIE 2... ccc ouanejansestpidesnncnesdbaenseis 5 _ 354 
SE re mn 16, 382 + 16,882 
sas tensa. puniuanebbwnesedinsion F 11,126 + 11,126 
NI ooh c. chssszacckaduhvopbtoveisnnotcesvasts 17,507 19.175 + 1,668 
I rn oh usstpcecd cc cpasapseesbavausens 19,990 47,989 + 27,999 
TOTAL NII oa. orss ss cscargcpvegcesecrsAccussuarse $ 55,967 $123,959 +$ 67.992 
PIII GNPRNIAL, oie. cccsscsccccscpecsosncsscsenssosienss $ 19,371 $ 48,133 +$ 28,762 
RRND RIRUMOD Sci cicccsscecossscovacscvetssesscsevovsecenanes 2.4 3 6 
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Opportunities in... 


RAIL BONDS 





By ROGER CARLESON 


| tightening of money rates, high- 
lighted by the U. S. Treasury’s new financing 
through offering of 314 per cent 30-year bonds, has 
brought about considerable softness of prices for 
practically all corporate bond issues, carrying yields, 
in many instances, to levels higher than at any time 
since Pear] Harbor. 

The better grade rail bonds were not immune to 
the somewhat precipitate drop in market values not- 
withstanding that fixed charges on these issues are 
covered by a wide margin and that the outlook is 
for a continuance of high level earnings. 

Net income of the Class I rails 
were at a 9-year high of $824.4 


nage. Moreover, this year, the roads 
will have the full benefit of higher 
freight rates which became effective 
in May, 1952, or after about five 
months of the year had elapsed. 

Aside from increased freight traffic 
and higher rates, factors contributing 
to the better showing of the roads are 
the new cost-saving esuipment, in- 
creased operating efficiency, and the 
many economies effected by gross 
capital expenditures of considerably 
more than $5.5 billion in the past six 
years. New high, and in some in- 
stances, record-breaking levels of 
efficiency have been achieved in net 
ton-miles per freight train hour, net 
tons per train, a greater number of 
cars per train, and faster travelling 
time of all freight trains. The steady 
improvement in operating efficiency, 
most of which has been attained in 
the postwar years, has been made 
possible by the installation of cen- 
tralized traffic control and automatic 
signals, improved tracks, yards and 
terminals, new freight cars of greater 
capacity, and the constantly increas- 
ing use of diesel locomotives. At the 
present time, many of the Class I 
roads are completely dieselized, and 
others are pushing toward this ob- 
jective as quickly as possible. At the 
close of the 1953 first quarter the 
roads had 15,081 diesel locomotives in service han- 
dling approximate 'two-thirds of their freight traffic, 
77 per cent of switching operations, and about 71.5 
per cent of passenger trains. 

How far the Class I roads have traveled in con- 
verting a greater percentage of operating revenue 
into net earnings can be gauged from the fact that 
operating ratio has been reduced from a postwar 
high in 1946 of 83.35 per cent to 76.1 per cent in 
1952. Translating this into dollars means that each 
one per cent cut in operating ratio is equal to approx- 
imately $100 million (Please turn to page 301) 











million in 1952, an increase of 
$131 million over the previous 





year, with indications that this 





year will duplicate the 1952 
showing. Unless general business 
activity should dwindle consider- Issue 





ably in the final quarter, there 
is a good possibility that 1953 





earnings may establish a 10-year 
high. 

Freight traffic could quite 
readily surpass 1952 volume 
which felt the effects of the pro- 
longed steel strike and its re- 
percussions in the automotive, 
metal fabricating and other in- 
dustries. Adding to the brighter 
outlook is the anticipated heavier 
coal movements to replenish re- 
duced inventories of that com- 
modity, and the prospects of sub- 
stantial agricultural freight ton- 
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12 Attractive Rail Bonds 
High Grade Bonds 
Sinking Call 1953 Price Cur. Yield to 
Coupon Maturity Fund Price Range Price Maturity 
Atchison Gen’. .................. 4 1995 none N.C. 120%-108'2 1092 3.56% 
Chesapeake & Ohio Gen'l..... 412 1992 none N.C. 12012-109 109 4.05 
Norfolk & West. Ist Cons... 4 1996 (a) N.C. 12034-1097% 110 3.51 
North. Pacific P/L ................ 4 1997 110 N.C. 106%4- 99 100 3.55 
St. Louvis-San Francisco Ist... 4 1997 100 105 99%2- 95% 9534 4.21 
Southern Ry. Ist Cons. 5 1994 none N.C. 1202-113 113 4.31 
Income Bonds Yield** 
B. & O., Ref. & Gen. 5* 1995 S.F. 105 85 - 75 77\2 6.45 
Chicago & East. Ill. Conv... 5 1997 S.F. 100 10334- 86 8712 5.71 
Denver & Rio Gr. W. Income 412 2018 Sf. 100 93'2- 88 89% 5.04 
Erie Income Conv. ................ 42 2015 S.F. 103 81%- 73 73% 6.14 
St. L.-San Francisco Conv..... 412 2022 S.F. 100 9534- 8512 88 5.11 
Gulf, Mo. & Ohio Income... 4 2044 S.F. 100 82 - 75 75 5.33 
(a)—Voluntary for retirement at maturity. 
*—2% interest fixed; 3% contingent. 
**—Current yield. 
aan cami —sndiaeneatinnta sicieianeteieeninnien ITE INE ET, 
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15 Companies with Only 
Common Stock Outstanding 


By J. S. WILLIAMS 


An things being equal, companies whose sole 
capitalization consist of common stock have one 
important advantage over companies with heavy 
prior obligations in a period of declining business. 
That is the obvious fact that having no fixed charges 
ahead of the common, it may continue to set aside a 
good share of earnings for the shareholders, whereas 
companies with large prior obligations must first 
service these issues. In a period of declining profits, 
the fixed charges remain unchanged nevertheless 
and the common stockholder must be content with 
what remains. 

In a period of rising profits, however, the advan- 
tage is with the stockholder in the company with 
large outstanding issues of bonds and preferred 
stock. The “leverage” obtained in this manner af- 
fords a much larger proportion of net to the common 
and earnings on a per share basis are likely to in- 
crease much more rapidly than if the common is 
the sole capitalization. 

Since we may be approaching a period when 
profits may not be as substantial as in recent years, 
it would be worth while for the investor to become 
reacquainted with his company’s capitalization in 
order to determine whether too large a percentage 
of earnings may have to be absorbed through pay- 
ment of interest or preferred dividends. He might 
then care to turn his attention to companies whose 
sole capitalization consists of common stock. 

To be of greater assistance, we have compiled a 
list of 15 such companies, with pertinent statistics 
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in the accompanying tabulation, as well as the brief 
comments below: 

American Chicle Co., has a consistent record of 
growth, achieved without resorting to bank loans, 
the issuance of preferred stock or the creation of 
funded debt. Expansion of sales has been especially 
marked in the postwar years, net sales increasing 
from $26.1 million in 1945 to $47.8 million in 1952. In 
the same period operating income increased almost 
100 per cent to $10.5 million, although higher income 
taxes for last year took approximately 60 per cent 
of this sum, leaving a little more than $4 million as 
net income, equivalent to $3.16 a share on the capital 
stock. Since the close of 1945, net property account 
has more than doubled, and cash and Government 
securities have increased from $4.7 million to $11.9 
million. At the same time earned surplus has ex- 
panded from $10.7 million at the end of 1945 to 
$20.6 at the close of 1952, reflecting in part total 
net earnings for the years 1946-52 of $31.4 million, 
out of which has been paid $13.5 million in divi- 
dends, leaving $17.9 million to be put back into the 
business. The capital stock, split 3-for-1 in 1947 has 
been on a regular $2.00 dividend, plus 50 cents a 
share extra, basis for the last five years. 

Benedix Aviation Corp., in the last 25 years has 
made no major change in its capital structure, its 
only capital obligation through this entire period 
being the common stock of which there were 2,029,- 
818 shares outstanding in 1929, compared with 
2,117,453 shares at this time. Under the impetus of 
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increased demand for aviation, automotive indus- 
trial, consumer and miscellaneous military products, 
sales, following a 1946 lull, have expanded in each 
of the subsequent years to $508.7 million in 1952, 
with net equalling $7.22 a share, as compared with 
$5.58 in 1951. Total net earnings in the postwar 
years to the close of 1952 fiscal year have amounted 
to $83.2 million. Out of this it has paid $44.9 million 
in dividends, retaining $38.2 million. Its net property 
account, since the close of 1945, has increased from 
$11.4 million to $38.1 million. Consolidated surplus 
has grown from $57.5 million to $102.2 million, and 
stockholders equity from $39.28 to $58.01. 

The Best Foods, Inc., although it has an authorized 
preferred stock, none has been issued and the 1.5 
million shares of common now outstanding has re- 
mained unchanged since 1941, having been gradu- 
ally reduced from 1.8 million shares outstanding in 
1931. In the postwar years to June 30, 1952, net 
earnings totaled $42 million, $26.3 million of which 
has been paid in dividends and $15.7 million re- 
tained. In the six year period under comparison, net 
property account has grown from $6.7 million at 
the close of 1945 fiscal year to $14.1 million as of 
June 30, 1952. Surplus, in the same period has in- 
creased by roughly $15.3 million to $22.6 million, 
and stockholders’ equity from $16.69 to $25.64 a 
share. 

Boeing Airplane Co., playing a stellar role in the 
strengthening of the nation’s air power reported 
1952 sales of $739 million, or almost twice the 1951 
volume and comparing with 1946 sales of $13.9 mil- 
lion. In the seven years to the close of 1952, it has 
paid out in cash dividends $17.3 million and retained 
$20 million out of total net of $37.4 million. During 
the same time net property account has expanded 
from $2.5 million to $16.5 million, while earned sur- 
plus increased by $13 million after transfer in 1952 
of approximatey $29.8 million to capital account to 
reflect payment of 50 per cent stock dividend in that 
year. After giving effect to this stock distribution 
equity for the common stock equalled $41.60 a share, 
as compared with $20.03 at the close of 1945. There 
is no funded debt, bank loans nor preferred stock 
outstanding. 


Chesebrough Mfg. Co., has no 


the end of 1946 to $9.6 million at the close of 1952. 

Chrysler Corp., in its report for 1952 showed no 
indebtedness other than ordinary current liabilities 
consisting principally of accounts and pay rolls, ac- 
crued expenses and Federal income taxes. It had no 
funded debt, bank loans nor preferred stock, its sole 
capital issue being the common stock consisting of 
8,702,264 shares outstanding. This has remained 
unchanged since the 2-for-1 split in 1947. In that 
and subsequent years to the close of 1952, it has paid 
out of total net earnings of $567.1 million, $307.7 
million in dividends on its shares and retained the 
balance of $259.3 million. In 1952 alone, the amount 
retained, after cash dividends of $6.00 a share, and 
after providing for record Federal income taxes of 
$169 million, amounted to $26.5 million. In the last 
six years its net properties value has increased from 
$85.3 million at the beginning of 1947 to $308.9 
million at the close of 1952, capital and surplus ac- 
counts expanding at the same time from $325 million 
at the end of 1947 to $547.5 million at the end of 
1952. Share equity, adjusted to reflect the 1947 stock 
split, has grown from $32.51 at the close of 1946 to 
$62.92 as of Dec. 31, last. 

First National Stores, Inc., retired the last of its 
preferred stock in 1941 and from that time its sole 
capitalization has consisted of common stock, now 
outstanding in the amount of 1,655,268 shares fol- 
lowing a 2-for-1 split in 1951. For some time, the 
company has been following an aggressive program 
of store development, divesting itself of certain 
units, modernizing others and establishing super- 
markets in new locations. Total net earnings in the 
fiscal years 1946 to 1952 amounted to $38.4 million. 
Out of this sum stockholders received to the end of 
the 1952 fiscal year $18.6 million in cash dividends, 
the balance of $19.8 million being retained in the 
business. Since the end of 1945 stockholders’ equity 
has increased from $26.4 million to $46.3 million as 
of March of last year. After adjustment to reflect 
the 1951 stock splitup this represents a growth in 
book value from $16.33 a share as of March 31, 
1945, to $28.31 a share as disclosed in the March, 
1952, balance sheet. 


Freeport Sulphur Co., (Please turn to page 299) 


























funded debt nor preferred stock. f= 
Its sole capital obligation consists |} Companies Having Only Common Stock Outstanding 
of 312,381 shares issued out of an : 
authorized total of 400,000. It has iain aniienals “~ = SD 
demonstrated relatively stable earn- ee ee 
ing power over a number of years | of utive Earnings 1952 
and has an unbroken dividend rec-_ |} P Shares bos of — - ar 
° ; , 5 y ‘ utstanding iv. er Share er ecen iv. 
ord going back more than 53 pari (000) Payments 1947-52 Share Div. Price Yield (*) 
cash distributions being supple- Sct , Pie 
mented bv stock splits, the latest American Chicle ........... 1.298 27 $ 3.36 $ 3.16 $ 2.50 46% 5.4% 
: % eae . Bendix Aviation ... 2.117 14 5.64 7.22 3.75 601% 6.2 
being a 2-for-1 break-up in 1946. Best Foods 1.500 25 4.33 3.23 250 35 7.1 
The company has followed a liberal Boeing Airplane 1.623 12 3.873 8.67 3.00! 41% 7.4 
cash dividend policy, paying out in Chesebrough Mfg. Co. 312-53 5.54 4.96 4.00 71 5.6 
each year, a high percentage of Chrysler 8.702 27 10.86 9.04 600 79 7.5 
h ; ie I th 7en First National Stores 1.637 28 3.66 3.65- 2.00 42 4.7 
per snare earnings. in tne seve Freeport Sulphur 2.400 26 2.34 3.05 2.00 48% 4.1 
years beginning with 1946, these General Electric 28.845 61 4.66 5.26 3.00 715% 4.1 
earnings totaled $12 million, while Hazel-Atlas Glass 2.172 32 1.55 1.36 1.20 19% 6.1 
total dividend payments amounted Kress (S. H.) & Co. 2.351 35 4.71 3.89 3.00 54 5.5 
to $6.6 milli Dat of thane * Parke, Davis & Co. 4.894 75 2.93 3.32 190 36% 52 
ey eee fa se ew Penney (J. C.) Co. 8.231 27 4.87 4.52 325 71 4.5 
tained earnings of roughly $5.4 Phelps Dodge 10.142 36 3.974 3.45 3.00! 35% 8.5 
million have gone into reserves for Sunshine Biscuits ....... 1.021 26 6.58 5.71 400 70% 5.6 
various purposes, plant improve- *Based on 1952 dividend. in oe 
ments and expansion and finds re- 1_Plus 50% in stock. 3—Adjusted to 1952 50% stock dividend. 
flection in the growth of capital 2—Estimated. 4— Adjusted to 2 for 1 split-up in 1952. 
and surplus from $5.9 million at 
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| is looking up for the fretful folk 
who process the paper that is used in every phase 
of our lives, from nasal tissue to interior trim in 
motor vehicles. Midway through the second quarter 
of the year, this far-flung industry, whose activity 
traditionally reflects the health of the national econ- 
omy, is showing signs that it will better the disap- 
pointing business of 1952. 

Whether it can bring down to net profit substan- 
tially more than it did last year is a question that 
only the Washington law-makers can answer. For 
the profits answer in the paper industry is the 
answer in most fields—if the excess profits levy is 
permitted to die June 30, net returns ought to be 
a good deal higher. Its extension, which at this 
moment appears doubtful, probably would result 
in only a nominal change from 1952. 

First-quarter reports of nearly a dozen companies 
that make the containers that enclose a big part of 
the national product show net profits running ahead 
of the like period of 1952 by more than 12%. For a 
like number of companies that make a business of 
such items as newsprint, coated paper and hard- 
wood kraft pulp, net profit is higher by more than 
6%. 

It should be emphasized, however, that for one- 
third of the companies in each compendium the 
trend is lower. Competition generally is keen in this 
field, where the talk largely is of too much expan- 
sion and wobbly price structures. 

Paper people are encouraged by the national fore- 
cast of the Regional Shippers Advisory Boards that 
freight-car requirements for paper and paperboard 
in the second quarter will show a rise of 2.3% from 
the like 1952 period. 
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While volume 
tends upward, the 
industry is some- 
what unnerved by 
increased costs of labor, materi- 
als and freight. Hugh J. Chis- 
holm, president of Oxford Paper 
Co., is particularly anxious about 
the ever-climbing spiral. His 
company in more than a half- 
century of operations always has 
operated in the black. The rising cost of doing busi- 
ness caused Oxford net profit to decline in the first 
quarter to $601,000 from $714,000. The situation, 
of course wasn’t helped by a drop in sales to $13,- 
275,000 from $14,227,000 in the year-ago quarter. 

William Mazer executive vice president of Hudson 
Pulp & Paper Co., whose sales have climbed six-fold 
in the post-war period has some significant things 
to say. Volume for his company topped $35 million 
last year and that record is expected to topple this 
year for this leading maker of household napkins 
and an important producer of scores of other items. 

“Our volume is always rising, fortunately,” he 
says. “Our costs are rising at least as fast, so we’ll 
be happy to equal the net earnings of last year.” 

For the producers of newsprint it is also a story 
of rising volume. Combined newsprint production 
in the United States and Canada for March was 
576,187 tons and shipments 536,000 tons. It was 
the highest combined production of any March on 
record and compared with output of 576,125 tons 
and shipments of 552,000 tons for that month last 
year. 

Newspapers consumed 421,000 tons during March. 
This represented an increase of 5.4% over the like 
month of 1952 and 6.7% over that of 1951. Stocks 
on hand or in transit at the close of March were 
45 days’ supply compared with 42 days at the end 
of the month last year. 

Paperboard output in Canada for the first three 
months of 1953 was 176,849 tons compared with 
181,933 and 187,435 tons, respectively for the like 
periods of 1952 and 1951. Container grades amounted 
to 85,118 tons for the latest quarter compared with 
97,199 and 91,223 tons, respectively, in correspond- 
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ing periods of 1952 and 1951. net profit was pared to $52,126,000 from $56,819,000. 
Boxboard grades were up for the three-month Last year, as in 1951, saw Americans consume 
period of 1953 recording a total of 91,731 tons about 30,000,000 tons of paper and board. Of the 
against 84,734 and 96,212 tons, respectively, for yearly total, about 5,000,000 consisted of imported 
the like 1952 and 1951 periods. newsprint. 
Production of wrapping and similar grades of But Americans will have to do better than that 
paper for the first quarter of this year totaled to keep our expanding mills going. Typical of this 
58,857 tons compared with 62,417 and 60,636 tons, expansion is the program undertaken by National 
respectively, for the same periods of 1952 and 1951. Container Corp. That company boasts its Valdosta, 
Ga., to be completed this year, will be the most 
Different In 1952 modern and efficient operation of its kind anywhere 
in the world. Five hundred tons per day of kraft 
What kind of year did the industry have in 1952? board will be available from this one mill, in which 
Mostly it was a story of declining sales and profits $25 million is being invested. The Valdosta mill 
from the boom year 1951. will add about 50% to the producing capacity of the 
Thus, St. Regis Paper Co. last year sustained a company’s mills, increasing their output to 1,500 
slide in sales to $182,712,000 and net profit to tons daily from 1,000 tons. 
$12,702,000 compared with sales of $196,000,000 The assumption that total paper and paperboard 
and net of $16,800,000 in 1951. consumption in this country in 1952 was close, if 
West Virginia Pulp & Paper Co. sales of its pulp, not almost identical, to that of a year earlier is 
paper, paperboard and chemicals for the year ended based on an observation of the level of the Federal 
October 31, 1952, totaled $108,933,000 and net profit Reserve Board index of industrial production for 
was $9,471,000—down from the $116,395,000 volume these years, which was 220 for 1951 and 219 for 
and $10,326,000 earnings for fiscal 1951. 1952 (1935-39 equals 100). 
Hammermill Paper Co. profits plummeted last year The Department of Commerce annual review of 
ime to $1,208,000 from $1,809,000 the previous year. the industry notes that even heavy durables, such 
the International Paper Co., giant of the industry, as automobiles, have an important relationship to 
yme- was not exempt from this general erosion. Sales paper and board. In addition to interior trim for 
by declined to $631,421,000 from $637,300,000 while cars, prefabricated automotive parts sent to assem- 
erl- 
yhis- 
sical Statistical Dat Leading P C i 
bout STATISTICA ata on ea ing aper ompanites 
His : ‘ie ei ee 
— arnings Per Share — Dividends Per Share Recent Div. Price Range 
cel 1950 1951 1952 1950 1951 1952 Price Yieldt 1952-53 
has  - — + = 
yUSI- Champion Paper & Fibre ............... . $ 4.60 $ 4.30 $ 4.502 $ 1.27 $ 1.50 $ 1.50 29 5.1% 32 -22% 
as Container Corp. of America ...................... 5.87 5.91 5.01 2.75 2.75 2.75 40 6.8 45 -31% 
first 
ae SHOUT ZOUGTCND 5 i.secics-cncacscossssnecoreseesecson 3.06 4.10 3.87 1.10 1.55 1.60 29 55 3514-241 
‘ion, Dixie Cup ...... SRE Ro Ae ele CEMA 3.56 3.02 81 1.52 1.60 37 4.3 3952-29'2 
513,- MAREN CURIE U Ye Oe 5c. caves es cxcvevssacasessavalnetesboune 2.14 3.77 2.66 1.00 1.00 1.27 18 7.0 20%-15 
rter, Gaylord Container .......... ere cranes fore 2.94 3.39 3.01 1.50 1.50 1.50! 27 55 3314-2412 
Ison Great Northern Paper Co. ..................:0006 4.33 4.75 4.64 3.60 3.00 3.00 54 5.5 61%4-49% 
i 1 Hinde & Dauche Paper Co... 3.75 3.65 3.29 1.80 1.50 1.50 27 $5 28 -18 
fold International Paper ............::e0e.-eess 7.39 6.28 5.75 2.75! 3.00 3.00 52 57 5612-42" 
ings Kimberly-Clark Corp. ................::cccceeee 2.43 5.80 5.29 1.85 2.40 2.40 41 5.8 51%-40 
lion Lilly-Tulip Cup ag Ried Sacsecneesabe ; 8.87 6.72 5.96 2.071 2.37 2.50 66 3.7 74 -49 
this WEIN ONES ae cis sakes csncsssvccccesntcteactactos® SAE 3.29 2.28 75 1.05 1.20 20 6.0 3012-19% 
¥ i Mead Corp. ........ Dae idesessue fo-es oak deaaceeaies 5.71 5.16 4.97 2.201 2.00 1.601 25 6.4 2852-22% 
ins National Contai Reena er en ae 2.42 3.09 1.17 75 .90 1.00 10 10.0 1334- 95% 
Ms. PUR MOSER MIRON 205625 coco us ccdeavcdevder~caseicoices 2.10 3.11 2.32 .70 80 1.00 22 4.5 24-16% 
; he Scott Paper ................... svswawckuesererstvaveds agate 4.08 3.50 3.44 1.82 2.10 2.40 56 4.2 59 -49% 
ve’]] Sutherland Myc 55 569: soe ss atesancdes feast sasteneee 3.83 295 2.74 25 1.30 1.50 26 5.7 274-22 
fe Union Bag MP MAUMMM Stoo cevsec coves saeavaesr easy 7.23 8.05 6.24 3.00 3.75 2.75 46 6.0 50 -43% 
West Virginia Pulp & Paper ...................... 12.93 10.80 9.89 5.00 4.00 4.00 71 5.6 84 -70% 
ory 
tion t—Based on 1952 dividend. 1_Plus stock. 2 Estimate. 
was Champion Paper & Fibre: Prospects favor moderate gain in sales and earn- Kimberly Clark: A growing paper producer in strong position as manufac- 
was ings in current fiscal year. Stock worthy of retention for income and long- turer of cellulose wadding and machine-coated printing papers. Good qual- 

‘ term growth. ity stock for income and growth. 
| on Container Corp. of America: High sales volume and improved margins Lily-Tulip: Increased capacity and prospects of continued strong demand 
tons anticipated. Expiration of EPT of material benefit. A good income stock justify expectation of higher earnings. Has moderate growth possibilities. 

5 with growth potentials. Marathon Corp.: Expanded capacity and diversified output puts company in 
last Crown Zellerbach: Favorable near-term outlook for improved sales on satis- strong position. Profit margins should recover. Stock attractive on long- 

factory profit margins. Acquisitions, now in process, should strengthen Posi- range basis. 

h tion. ot oe Geet demand seit soak - neleose of 1953. Profit margins 
rch. ae P a . shou old with net comparing favorably with previous year. 

_ Dinie, Cop: Nev ond Improved feclties oe well os expending products Hatten’ Container With continved goed dereand’ end satociory profit 
c : ‘ . i Pi 4 margins should show gain over 1952 net. Stock speculative but worth 
yeks Gair (Rob’‘t.): Has improved its position by acquisition of midwesiern out- retaining. 

. lets. Favorable near-term outlook indicates moderate earnings improve- St. Regis Paper: Now fully integrated with broadened earnings base and 
rere ment. increased growth potentials. Stock attractive as long-term holding. (See 
end Gaylord Container: Well positioned to handle increasing kraft products Text.) 

demand. Should register some improvement in earnings. Good long-range Scott Paper: Continues to expand products and facilities. Current price 
prospects. seems to have discounted near-term outlook. Growth potential justifies re- 
. . as Sa tention. 
ree peerpaboage ve SS SS SS throughout cur- Sutherland Paper: Demand should hold at fairly high level. Margins should 
vith 2 ; i P be maintained and earnings would be aided by EPT expiration. 
& Hinde & Dauche: Outook is for continuance of good demand for products. Union Bag & Paper: Favorable near-term outlook indicates moderate gain 
like Profit margins should hold with 1953 net duplicating last year’s results. in 1953 net. Stock attractive for income and gradual growth. 
ited International Paper: Improved paper demands and current price firmness West Virginia Pulp & Paper: Relatively high sales level presages moderate 
pal indicate 1953 earnings gain. This good-quality stock attractive for income 1952-53 earnings gain. Completing expansion and stock worthy of reten- 
vith and growth. (See Text.) tion on long-range basis. 
nd- 
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Comprehensive Statistics Comparing the Position of 











Container Gair 

Figures are in millions, Corp. of Dixie (Rob‘t) International Lily-Tulip Marathon 

except where otherwise stated America Cup Co. Paper Cup Corp. 
CAPITALIZATION: 
Long Term Debt (Stated Value)............................. ; ee $14.0 vk ee $7.1 $17.0 
Preferred Stock (Stated Value).......................0..... Ye anes oo oe $23.0 oats $4.5 
Number of C Shares Outstanding (000) ....... 1,980 762 2,179 8,900 448 3,000 
Total Capitalization 2.0.00... cece esceesesseveeeeees $29.2 $17.7 $31.6 $130.1 $15.4 $40.3 
INCOME ACCOUNT: Fiscal Year Ended..................... 12/31/52 12/31/52 12/31/52 12/31/52 12/31/52 10/31/52 
Sah ange ata Searealne i: ane $178.4 $35.3 $107.5 $631.4 $46.7 $86.4 
Depreciation, Amortization, etc. ....... $3.6 $.7 $3.9 $21.9 $.8 $4.5 
IN EIN os occ aces dere cbbccxassasnssianiencntsinenssedetiens $20.1 $3.1 $12.0 $91.5 $4.9 $6.5 
NIN 50006 oss ork uuxnsagoansasvespebepratessvensa’ a $.5 ree $.3 $.5 
Balance for Common ....................ccccccccccssesscessse ees $9.9 $2.3 $6.0 $51.2 $2.6 $6.8 
EN INGUIN von assvs ccs senessnssinsesenssessecsasnveczes ‘ 16.5% 17.0% 18.0% 22.3% 17.0% 15.3% 
Net Profit Margin ....................... sscaaenesivawaiee 5.7% 6.5% 5.6% 8.2% 5.7% 8.2% 
Percent Earned on Invested Capital...... 13.2% 13.6% 13.8% 13.0% 13.6% 10.6% 
Earned Per Common Share*.................. Wt paadiaiaseoe $5.01 $3.02 $2.79 $5.75 $5.96 $2.28 
Price Earnings Ratio ........................ oleshass uae 8.1 12.2 6.8 9.1 10.9 8.7 
BALANCE SHEET: Fiscal Year Ended 12/31/52 12/31/52 12/31/52 12/31/52 12/31/52 10/31/52 
Cash and Marketable Securities ....... $15.2 $5.3 $11.8 $49.1 $2.7 $6.1 
5 os unig wens bnapuaw bie $12.1 $11.0 $13.6 $85.6 $9.9 $31.7 
NI 8.58. dics cis eununp'sniecadsensap eyo duvwiudevacnecanneve $8.6 $2.3 $6.7 $35.7 $3.9 $7.2 
URN a fs sv ssivisvearenn'vnns cuvavyvansarUentvcaeSateecn $35.9 $18.9 $33.2 $170.5 $16.5 $45.4 
PE A ITNNIOS ann ssnissg ns cscesccecescesscsecnscvscncscoccsoseae $7.0 $5.1 $11.1 $45.2 $4.4 $15.7 
Net Current Assets ................... <spsettiahepeooipeectesseist $28.9 $13.8 $22.1 $125.3 $12.1 $29.7 
Fixed Assets, Net .....................00000.. $44.0 $17.1 $55.4 $252.8 $12.8 $52.5 
DOR NBIIID ccs cicicsscesescccsnscossosnesesso2s $84.7 $36.1 $91.7 $471.5 $31.2 $100.5 
Cash Assets Per Share ...................... erore sath $7.67 $6.95 $5.41 $5.51 $6.02 $2.00 
Current Ratio ........... ceahbete MaaeatsSel car rcvashasneatmaauaeses 5.1 3.7 3.0 3.7 3.7 3.7 
Inventories as Percent of Sales 6.7% 31.2% 12.7% 13.5% 21.2% 36.7% 
Inventories as Percent of Current Assets . 33.7% 58.3% 41.1% 50.2% 59.9% 69.9% 
RPM RMN 5. 5c tps tct act syapuduibascudyvamanencsdcanrmnnsdeedboks $48.5 $13.2 $41.8 $269.8 $11.3 $43.4 





*—Data on dividend, current price of stock and yields on supplementary table on preceding page. 
Note: Champion Paper and Crown Zellerbach omitted because statements covering fiscal years ending March 31st and April 30th 


respectively, are not yet available. 








bly plants customarily are packaged, while acces- 
sories and parts delivered to retail car dealers also 
are packaged. 


New Use For Paper Products 


This use of paper products also prevails in many 
other industrial areas where paper or paperboard 
once was not an important element in manufacture 
or distribution. 

Consequently, the index of total industrial pro- 
duction is proving to be a better measure of aggre- 
gate paper and board consumption than merely the 
non-durable segments of the index. For individual 
grades, or grade groups, there may be other indexes 
which would prove more accurate and present a 
better correlation. 

It is noteworthy, however, that this country’s pro- 
duction of paper and board in 1952 totaled only 
24,400,000 tons against 26,000,000 in 1951, a fall of 
6.3%. It would appear therefore, based on the obser- 
vation that United States consumption of paper 
and board (exclusive of imported newsprint) totaled 
about 25,000,000 tons in both these years, that in- 
ventories to the extent of about a million tons were 
accumulated in 1952, while during 1952 about the 
same amount of inventories were used up. 

It is, of course, impossible to forecast exact con- 
sumption or production for an ensuing year. How- 
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ever, the level of production as reported by trade 
association groups for the first 12 weeks of 1953, 
plus private economic forecasts of increased indus- 
trial activity in 1953, support an estimate that 
total United States consumption of paper and board 
this year will be in the vicinity of 31,500,000 tons. 
Of this, about 5,200,000 tons would be imported 
newsprint and 26,300,000 tons domestic production 
of all grades. This estimate is based on the assump- 
tion that the world situation will not undergo a 
material change that there will be no major labor 
disputes and that defense expenditures will con- 
tinue at the present levels. It is also assumed that 
there will be no significant inventory-buying cycle 
or any further reason why inventories should be 
reduced below current ratios to sales. 
Commenting on the new capacity and normal in- 
dustry growth, E. W. Tinker, executive secretary 
of the American Paper & Pulp Association, said he 
was confident individual companies had given care- 
ful consideration to their potential markets. 
“Potential markets” are highly significant words 
in the trade. At a time when there is raw stuff to 
work on, American enterprise functions at its best. 
This year thus will be marked by new products, new 
uses and new marketing ideas. 
It must be stressed that marketing conditions for 
each of the affiliated paper and board and converting 
industries vary by governing factors. There are 
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ite Leading Paper Companies 

. Union West Va. 
Mead National St. Regis Scott Sutherland Bag & Pulp & 

—— Corp. Container Paper Paper Paper Paper Paper 
$19.2 $20.9 $54.1 $24.9 $5.5 $7.3 $20.06 
$6.1 $11.9 $15.5 $11.0 $3.4 $11.8 

1,145 2,752 5,170 2,994 860 1,771 902 
‘ $51.3 $35.7 $95.5 $58.8 $13.2 $42.7 $76.8 
12/28/52 12/31/52 12/31/52 12/31/52 12/31/52 12/31/52 10/31/52 
$100.3 $53.2 $182.7 $146.9 $49.8 $95.9 $108.9 
$2.5 $2.9 $8.1 $3.7 $.9 $3.2 $7.0 
$7.0 $3.6 $11.5 $15.0 $4.1 $13.1 $7.9 
$.6 $.9 $2.0 $.2 $.2 $.3 $.6 

6 $5.7 $3.2 $12.0 $10.3 $2.3 $11.0 $3.9 

6 12.6% 11.8% 13.3% 20.0% 13.4% 23.7% 15.1% 

6 9.5% 7.1% 6.8% 7.3% 5.0% 11.5% 8.6% 
10.9% 7.7% 11.2% 15.2% 9.9% 14.6% 9.7% 
$4.97 $1.17 $2.32 $3.44 $2.74 $6.24 $9.89 

; 5.1 8.8 9.9 16.2 9.7 7.6 7.2 

12/28/52 12/31/52 12/31/52 12/31/52 12/31/52 12/31/52 10/31/52 
$5.7 $8.4 $16.3 $35.4 $8.7 $18.8 $33.0 
$16.0 $7.7 $29.3 $21.3 $8.5 $9.0 $12.9 
$8.6 $5.1 $14.2 $9.4 $3.9 $5.6 $2.8 
$31.0 $22.9 $65.1 $66.2 $20.5 $33.5 $48.2 
$10.9 $7.6 $25.4 $23.4 $7.1 $5.8 $12.8 
$20.1 $15.3 $39.7 $42.8 $13.4 $27.7 $36.0 
$41.2 $29.2 $123.6 $40.1 $15.4 $45.6 $79.3 
$85.9 $77.9 $196.5 $118.7 $37.8 $88.9 129.7 
$5.00 $3.05 $3.15 $11.83 $10.11 $10.62 $36.58 

; 2.8 3.0 2.6 2.8 2.9 5.7 3.8 

; 16.0% 14.5% 16.0% 14.5% 17.0% 9.4% 11.8% 
51.9% 33.8% 45.0% 32.3% 41.4% 26.9% 26.5% 

-— $22.7 $34.5 $71.5 $36.3 $17.4 $40.3 $39.9 

Oth 

de ; ei! : : ae , ; 

3 some general conditions, however, which can be consuming vast quantities of pulps, waste papers— 

ae summarized. nf 1,562,122 tons of wood pulp, 708,060 tons of waste 

aa Markets currently are competitive with buyers in paper, 26,1 (9 tons of rags and 83,000 tons of other 

a a position to get whatever they desire without, or fibers to produce January’s paper and board out- 

oe only minimum, delay. Smaller mills can deliver put of 2,205,928 tons. This compares with 1,514,492 

~ special orders and in less time, thus fulfilling their tons of wood pulp, 657,47 { tons of waste paper, 

ni place in the scheme of things. a 25,685 tons of rags and 71,000 tons of other fibers 
_ Price pressure from consumers and distributors consumed in the first month of 1952. 

is manifest, but the mills generally resist this. In the That, however, is the overall pict ure for int erated 

a light of the modest profits registered last year and and non-integrated producers. What about the mar- 

na confronted with ever-rising costs, manufacturers ket pulp consumed by partially-integrat d mil Ss as 

ne feel prices should, if anything, £0 higher. well as the smaller non-integrated ones? Census 
ve Consumers are buying to fill immediate needs. figures reveal that 210,345 tons of purchased pulp 
ie Inventories are considered not excessive. After all, were consumed in January’s output compared with 

users of paper products feel no anxiety about short- 225,775 purchased tons in the like month of 1952. 

7 ages or prices. It is the universal feeling that a wide An increase in “own manufacture” made up the total 

val range of products will be available at competitive gain in wood pulp consumed by all mills. 

WA prices for the indefinite future. Shifts in types of market pulps consumed this 

“~ In the industry’s supplier markets—particularly January, as against 1952’s month, show the trend 

in pulps, waste papers, cotton and other raw materi- toward lesser use of unbleached sulphites and un- 
he als trading is dull. One senses resignation to the fate bleached krafts sustained. For the unbleached sul- 
in of an over-supplied market, conservative buying at phites, the drop in purchased pulp cor sumed was 
highly competitive prices and to a more abundant 14,000 tons and for unbleached krafts, 5,050 tons 

as supply just around the corner. On the other hand, bleached krafts increased 7,000 

tons, semi-bleacheds by 1,500 tons. Bleached sul- 
we Shifts In Branches of Industry phites showed little change. Groundwoods were 
lower by 5,000 tons. 

1g True, the paper and board industries are stabiliz- These figures are worth noting in connecticn with 

i ing around 95% of rated capacity. Thus they are any study of (Please turn to page 298) 
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The Dow 


The Dow industrial average has 
not been able to rise much (a 
maximum of about 3% at recent 
levels) from its April low. We 
could theorize about the general 
reasons, psychological, economic 
and financial. But the specific fact 
is that a few of the 30 stocks in 
the average have recently been in 
better than average demand on an 
individual basis, a number have 
stayed close to their lows, the rest 
have been “in between” in _ be- 
havior. Among the best perform- 
ers, either in terms of recent rise 
or ability to hold close to earlier 
highs, have been American Tobac- 
co, American Can, Corn Products, 
General Electric and General 
Foods. Prominent on the soft or 
draggy side have been Allied 
Chemical, American Smelting, 
3ethlehem Steel, Chrysler, Good- 
year, General Motors, Interna- 
tional Harvester, International 
Nickel, National Distillers, U. S. 
Steel and the three oils in the 
average: Standard of California, 
Jersey and Texas Company. 


Highs 


When more stocks persistently 
make new lows than make new 
highs on a rally by the averages, 
the chances are that said rally 
will prove short-lived; and that 
the previous lows therein will be 
at least tested. New individual 
highs made on the rally from the 
April lows have been confined to 
a smaller minority of stocks 'than 
on any rally phase in a long time. 
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of the new highs 


Aluminum 


recent 


Some 
have been made by 
Company, American Car & Foun- 


dry, American Sugar, Columbia 
Broadcasting, Fajardo Sugar, 
General American Transporta- 
tion (stock split and higher divi- 
dend), General Electric, General 
Foods, Kinney, Lowenstein, Spen- 
cer Chemical, Manhattan Shirt, 
Ward Baking (raised dividend), 
Warren Petroleum and Wilcox 
Oil. The new lows for 1953 or 
longer have been much too numer- 
ous for citation. 


Out In Front 

Despite some recent revival in 
textile sales, especially in the cot- 
ton branch, stocks in this industry 
remain generally out of favor. It 
is an industry of over-capacity, 
perhaps most marked in rayon, of 
intense competition and of re- 
stricted operating margins. But 
tough conditions in any line spot- 








light the companies which stand 
out in efficiency and know-how. 
One such company is M. Lowen- 
stein & Sons, which concentrates 
predominantly on lower-priced 


cotton textiles. Sales reached a 
record $170 million last year, 
against $144.5 million in 1951; 


and were at an annual rate of 
about $307 million in the active 
first quarter of this year. From a 
low 56 cents a share in the final 
quarter of 1951, earnings trended 
up in each of the subsequent five 
quarters. They were $5.16 a share 
for 1952, against $4.05 in 1951; 
and were $1.67 a share in the 
1953 first quarter against $1.10 a 
year earlier. A 10-cent extra divi- 
dend was recently voted. The 
regular rate is $2. The stock re- 
cently made a new 1953 high at 
3414. That is extraordinary for a 
textile issue, but so is the com- 
pany’s performance. 
































INCREASES SHOWN IN RECENT EARNINGS REPORTS 

1953 1952 

Allied Stores Corp. Year Jan. 31 $5.06 $3.31 
Chicago, R. I. & Pacific Mar. 31 Quar. 4.28 2.77 
Nash-Kelvinator Corp. Mar. 31 Quar. 1.42 13 
Standard Coil Products Mar. 31 Quar. 1.18 -62 
Warren Petroleum Corp. .......................... 9 mos. Mar. 31 4.47 3.45 
} Cluett, Peabody & Co. Mar. 31 Quar. 1.50 55 
Minn.-Honeywell Regulator Mar. 31 Quar. 7 -40 
Sharon Steel Corp. Mar. 31 Quar. 1.87 1.25 
Houdaille-Hershey Corp. Mar. 31 Quar. .90 52 
Climax Molybdenum Co. . Mar. 31 Quar. .80 .42 
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Dividend Boosters 


A long record of continuous 
dividend payments, at widely va- 
rying rates in most instances, is 
less impressive than a record of 
frequent dividend boosts. Taken 
alone, it does not, of course, as- 
sure future boosts, but it does in- 
dicate companies which strive to 
reward stockholders as much as 
earnings permit. For example, in 
nine years since 1943 and through 
1952, annual dividend payments 
were increased in eight years by 
Johns-Manvilleand National Dairy 
Products; in seven years by Con- 
tinental Oil and Goodrich; in six 
years by Borden, Crown Zeller- 
bach, Dixie Cup, Firestone Tire 
and Texas Gulf Sulphur; in five 
years by Commonwealth Edison, 
Cutler Hammer and Sunshine 
Biscuits. 


Contrast 


Underwood Corp, is an old-line 
maker of office machines. It has 
paid dividends each year since 
1910, including $1 in the drab 
year 1932. But there is no growth 
in either earnings or dividends. 
Record net of $10.11 a share as 
far back as 1929 has yet to be 
bettered. The best subsequent 
figure was $8.31 in 1947. Profit 
last year fell to $5 a share, from 
1951’s $6.77. Under favorable con- 
ditions, dividends have been on a 
$4 basis in recent years, but this 
is under previous peak payments 
of $4.50 in 1937 and $4.25 in 1929. 
The stock has shown a long suc- 
cession of lower and lower bull- 
market highs: 181%, in 1929, 
10014 in 1937, 80% in 1946, 58 in 
1951. It is currently at 47. Here is 
a case of a long-dividend-record 
stock, of above-average grade, in 
which one is unlikely to make any 
money, but in which some can be 
lost. 


Too Good 

Thompson Products, a highly 
efficient maker of automotive 
parts and jet-engine parts, has an 
impressive growth record. Given 
second-hand EPT relief, net this 
year may be as high as a record 
$9 a share or so, against $7.51 last 
year. The profit did not rise above 
$3 a share until 1943. The stock 
rose from a 1949 low of 143% to 
a high, earlier this year, of 611%. 
It has currently reacted to around 
5314. The trouble is that present 
earning power is too good. In 
other words, it is abnormal—with 
a very large jet-engine content, 
which is not enduring. Moreover, 
automotive parts business is prob- 
ably around a cyclical high right 
now. There is nothing the matter 
with the basic growth potential; 
but, following contraction of earn- 
ings, it may take years of normal 
growth to put them back to the 
1953 level. The stock is. still 
rather high in its long-term range. 
Profit taking would appear to be 
in order. 


EPT Relief 

The market usually responds to 
surprise, but is stirred little or 
none by realization of an antici- 
pated development. The latter ap- 
plies to EPT relief. The now not 
so certain demise of this levy 
June 30, has in recent months 
been all but taken for granted in 
investment thinking. The antici- 
pation, if correct, should make 
for a far from dynamic celebra- 
tion of the good news. However, 
if it dies, it could be an excuse, 
rather than a reason, for early- 
summer seasonal strength, which 
has often developed without rela- 
tion to any significant news. In 
the case of many stocks, investors 
will be unwilling to put much 
value on EPT relief because en- 
during benefit therefrom depends 
on maintenance of pretax income, 











Moore-McCormack Lines 
Virginian Railway 

Atlantic Coast Line 
Mississippi River Fuel Corp. 
Parke, Davis & Co. 
Walworth Co. 

Allied Mills 

Autocar Co. 

Howe Sound Co. 

St. Joseph Lead Co. 





DECREASES SHOWN IN RECENT EARNINGS REPORTS | 


1953 1952 

Mar. 31 Quar. $ .55 $1.31 
Mar. 31 Quar. -69 1.57 
Mar. 31 Quar. 4.28 5.90 
Mar. 31 Quar. 45 83 

. Mar. 31 Quar. 45 1.05 
Mar. 31 Quar. .14 35 
Mar. 31 Quar. 55 70 

. Mar. 31 Quar. .09 .24 
Mar. 31 Quar. 21 59 

. Mar. 31 Quar. 74 1.31 
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which in turn depends on main- 
tenance of sales. How important 
is a tax-relief boost of, or cushion 
for, second-half earnings, if they 
are subject to a later wide cyclical 
shrinkage? Only a small minority 
of companies are likely to gain 
more from EPT relief than they 
can lose from general business 
recession, thus retaining consid- 
erable tax benefit through a re- 
cession period. Among those 
which presently figure to be in 
that class are American Chicle, 
Halliburton Oil Well Cementing, 
Reynolds Tobacco, American To- 
bacco, J. C. Penney, Grant, Amer- 
ican Snuff, Helme, Scott Paper 
and Pitney-Bowes. 


Phillips 

Most oil stocks recorded their 
highs months ago in 1952. Phillips 
Petroleum is an exception, having 
extended its large prior rise this 
year and getting up a few weeks 
ago to an all-time high of 6914. 
It subsequently reacted to 55%, 
before and after news of the pend- 
ing sale of some $162 million of 
convertible debentures; and has 
currently rallied to 58. The stock 
has long sold higher than most 
other oils in relation to earnings 
and dividends, and still does. Net 
was $5.17 a share last year. The 
dividend is at a $2.60 rate, cur- 
rently yielding 4.5%. Some pre- 
mium is justified by the company’s 
large natural gas holdings, which 
alone are estimated to have a per- 
share value around the present 
price of the stock, and by other 
strong points in Phillips situation. 
However, translation of gas re- 
serves into earnings and dividends 
is a long-term matter—and “long” 
should be emphasized. Mean- 
while, the debenture financing 
takes some of the “growth” allure 
out of the stock. Although the 
conversion terms have not been 
set at this writing, they will put 
a ceiling on the stock, for an ex- 
tended time to come, probably not 
more than 10% or so above the 
present price. In short, under the 
best possible oil-industry condi- 
tions, the stock could not advance 
much for at least many months 
but, given unfavorable conditions, 
there is no floor under it. Those 
who do not like that kind of a 
deal, regardless of the company’s 
above-average long-pull potential, 
should take profits. If they wish 
to switch to some other oil, 
Socony-Vacuum can be bought on 
a current yield basis of about 

(Please turn to page 296) 
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By E. K. A. 


The attitudes of American business men, particularly indus- 
trialists, during the current period of indecision is most inter- 
esting and attests, if any proof were needed, that they have 
not come to look to Wash- 
ington to provide stimulus to 
business whenever it shows 
signs of lagging. Danger sig- 
nals in the economy, such as 
200 ‘a two would have sent business 

7 wtens men of previous generations 

aco rushing to the storm cellar, 

= are considered to constitute 

a challenge to the majority 

of business men of this gen- 
eration. 

Nowhere is this more evi- 
dent than in the present in- 
dustrial concentration on the 
development of new and im- 
proved products. Industry 
foresaw, early in the post 
World War Il boom, that 
pentup consumer demand 
rod would be soon satisfied in 

comparatively short order if 
product lines were restricted 
to no more than dressed-up 
versions of prewar products 
whose principal attraction 
was the addition of a little 
TTT chromium trimming. 

The very fact that the 
postwar boom has continued 
far beyond its anticipated 
allotted time has been due 
in large measure to the con- 
tinuous stream of new prod- 
(> ucts and improved products 

1999 coming off the production 
lines. This has been espe- 
cially true in consumer 
durables but, even in staple 
lines such as clothing, there 
have been new fibers and 
new modes designed to stim- 
ulate consumer interest. In 
housing, for example, new 
kitchen and heating equip- 
ment already have rendered 
the earlier postwar homes 
obsolescent. 











} BUSINESS ACTIVITY 
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Industry has shown and is still showing unprecedented will- 
ingness to invest heavily in new plants and equipment for the 
production of new products for the consumer market. With 
capital expenditures high, there is little likelihood of any very 
serious or prolonged slump in general business activity. 

In previous business eras when clouds appeared on the 
horizon and a few storm signals went up, many industrialists 
were inclined to decide that the times were not propitious for 
introducing new and improved types of consumers goods. In 
the majority of instances, plans were shelved until the skies 
cleared and, all too freqeuntly, sales forces and capital and 
promotional expenditures were pared as “economy” moves. 
It is scant wonder that, under the circumstances, general busi- 
ness activity tended to plummet downward rapidly. 

Contrast this with the present situation in industry. Recent 
surveys have shown that the great majority of industries, both 
large and small, are constantly engaged in research of various 
kinds on new and modified products for the consumer market. 
In view of the fact that many industries during the past few 
years have been forced to devote a substantial portion of their 
facilities and available manpower to the production of military 
goods, many of these new products of necessity have been 
kept under wraps. 

While numerous business men are inclined to regard fear- 
somely the possibility that peace in Korea may result in cut- 
backs in defense expenditures, with resultant repercussions on 
the economy, this is not true of industrialists as a general rule. 

Recent surveys indicate that approximately four fifths of 
American industrial corporations are prepared to put new or 
improved consumer products on the market within no more 
than a few months, if defense cutbacks release sufficient facili- 
ties and labor. Of the remainder, a considerable number have 
products in the embryo stage, on which development will be 
speeded if the circumstances permit. 

It may be somewhat difficult for the average individual to 
comprehend, in view of the multitude of new and improved 
products that have come in the market during the past few 
years, that expansion of defense activities has restricted the 
ability of industry to maintain its role of improving the Ameri- 
can standard of living. Nevertheless, the testimony of indus- 
trialists indicates that this is the case. 

Contrary to the impression created by the radical fringe, 
the majority of industrialists do not prefer to produce military 
goods at the sacrifice of civilian goods. Renegotiation of con- 
tracts and hyper-rigid specifications and inspections leave 
scant profit on defense goods. Industrialists like the hurly burly 
of competition for the consumer’s dollar. Although most of them 
feel that the new and improved products that they are prepared 
to introduce to the public will not offset initially the impact of 
such reduction in defense orders as may materialize, they be- 
lieve that their new goods will go a long way toward doing so. 
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The Business Analyst 





MONEY & CREDIT—Investors in fixed income securities who 
have seen the value of their holdings dropping steadily in 
past weeks, are now becoming a bit more hopeful, as bond 
prices begin to exhibit increased resistance to further depre- 
ciation. Thus on May 14 the yield of a repersentative aver- 
age of best-rated bonds stood at 3.35%, only 1 basis point 
higher than a week earlier. In contrast, the week ended May 
7 had witnessed a much sharper rise in yields from 3.29% 
to 3.34% with a concomitant price drop. Long-term Treas- 
uries have also shown greater stability with the bank-ineligible 
2%s of 1972-1967 losing an inconsequential Y% point in the 
latest week while the new thirty year 3%s, which are rapidly 
acquiring market seasoning, gained a similar amount. One 
reason for a somewhat better investment sentiment has been 
the indication that he Federal Reserve does not intend to 
take an intransigent attitude concerning the problem of tight 
credit. In fact, in the week ending May 13, the Central Banks 
bought $45 million of Treasury bills, the first increase in the 
Federal’s holdings in several months. This is taken to mean 
that the authorities are not averse to letting bank reserves 
rise when circumstances warrant it. In addition, Treasury Sec- 
reary Humphrey’s statement that much of the Treasury's cash 
needs for the balance of the year would be raised by issuing 
short-term notes, also did its part in relieving pressure on 
the market. The Secretary's reluctance to press the program 
of converting the short-term debt into longer term maturities 
in the face of a shaky market was evident in his decision that 
holders of $5.7 of obligations maturing next month would be 
offered one-year, 25s% certificates. 

Some observers feel that the decline in high grade bond 
prices has been overdone and point out that a good deal of 
borrowing has been concentrated in the first four months of 
the year and this should mean a lesser demand for funds 
later on. Inventory holdings are high and this has necessi- 
tated heavy loans which could be reduced if there was some 
inventory liquidation. Thus the second half of the year could 
see a smaller rise in loans than seasonal expectations would 
indicate. It must also be recognized that high money rates 
make potential borrowers think twice before assuming further 
liabilities. Thus Southern California Edison which had intended 
to borrow some $40 million this Sprina for purposes of expan- 
sion, has now decided to raise only $30 million, and that, later 
in the year. Other companies may also be planning to stretch 
out their expansion plans, at least until interest costs stabilize 
or turn down and such a development would effectively cut 
the demand for money. If a decline in private investment were 
to develop, it could also have adverse effects on business itself. 





-——O— ——__—_______. 


TRADE—Retail trade appears to have improved moderately 
in the week ending Wednesday, May 13, and is running 
about 40% above year-ago levels, according to estimates by 
Dun & Bradstreet. The Southwestern states had the best results, 
about 6% ahead of last year. Mother’s Day promotions 
brought good demand which boosted sales appreciably. 
Interest in household goods was unabated with air-condi- 
tioners, clock-radios and small appliances showing the best 
results, while sales of television sets and upholstered furni- 
ture declined. 
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INDUSTRY—The Commerce Department reports that the busi- 
ness boom has continued through April with manufacturers 
receiving new orders at a rate high enough to match record 
production and shipments while order backlogs remain very 
large. Auto output has been close to peak rates with 600,000 
passenger cars coming off assembly lines in April and produc- 
tion thus far in May slightly above the April rates. This has 
been accompanied by a high volume of deliveries to con- 
sumers. Dealers’ stocks have not proved excessive, amounting 
to 400,000 cars on April 1, or less than one month’s sales. 


———— —_ —O— ~ 


COMMODITIES—The average of commodity prices in pri- 
mary markets, as measured by the index of the Bureau of 
Labor Statistics, remained unchanged in the week ending 
Tuesday, May 12, at 110.0% of the 1947-1949 average. Farm 
products lost 0.5% during the week. Livestock prices were 
mixed with hogs, calves and lambs advancing while steers 
and cows declined. Decreases were also registered for eggs, 
green coffee and many fruits and vegetables. Processed foods 
closed the week unchanged although meats gained 12 of 1%. 


(Please turn to the following page) 
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latest Previous Pre- 
Wk.or Wor Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
MILITARY EXPENDITURES—$b (e) Apr. 4.3 4.3 4.0 1.55 Data on BUILDING CONTRACT 
Cumulative from mid-1940 Apr. 500.4 496.1 449.1 13.8 AWARDS indicates that the construction 
FEDERAL GROSS DEBT—$b May 13 265.7 265.6 258.6 55.2 | boom continues ™ full swing. The F. W. 
— Dodge Corporation reports that contract 
MONEY SUPPLY—$b awards in April for the 37 states East of the 
D d Deposits—94 Centers May 6 53.4 54.2 52.6 26.1 Rockies totalled $1,742 million, up 29% from 
Currency in Circulation May 13 29.8 29.9 28.5 10.7 | March and 9% above April, 1952. Con- 
BANK CLEARINGS - a tracts for nonresidential construction made 
New York City—$b May 9 9.1 9.1 8.2 3.8 | the best gain in April and were 21% higher 
111 Other Centers—$b May 9 8.9 9.1 8.0 4.0 the eta Paps rages 
ae = —— | heavy engineering, public works and utili- 
se ter nei ened at ig — ew ei ties contracts were 10% better. However, 
idadeaidiiianiaes a os es = ne residential building awards lagged, declin- 
sia anpinieeeliiniad =. a ret “8 a ing 1% from April, 1952. For the first four 
Transfer. Payment sew: eo 8 & 3 Cee. 
amounted to $5, million u 6 from a 
neonironaeslacencten nicstnssanned cl - ” ’ bo year ago. This is a healthy int although 
POPULATION—m (e) (cb) Mar. 158.9 158.6 156.2 1338 |a bit lower than the 10% improvement 
Non-Institutional, Age 14 & Over | ar, 111.2 110.9 =109.3--101.8 | chalked up in the first quarter. On the 
Civilian Labor Force Mar 63.1 62.7 61.5 55.6 | basis of the contract award figures for the 
ployed Mar. 1.7 1.8 1.8 3.8 | first four months alone it appears certain 
Employed Mar. 61.5 60.9 59.7 51.8 | that actual construction work will be at very 
In Agriculture Mar. 5.7 5.4 6.0 8.0 | high levels through the summer months at 
Non-Farm Mar. 55.7 55.6 oo7 43.2 least. 
At Work Mar. 59.5 58.6 57:5 43.8 * * * 
Weekly Hours wah gd pigs wens — Manufacturers delivered 6,839 FREIGHT 
Man-Hours Weekly—b Mar. 2.48 2.42 2.39 1.82 CARS in April, up from 6,679 in March but 
EMPLOYEES, Non-Farm—m (Ib) Feb 47.2 47.2 459 37.5 below deliveries of 7,403 cars in April 1952, 
Rienisenees Feb. 6.6 67 6.5 4.8 | according to a joint report of the American 
Factory Feb. 13.5 134 128 11.7. | Railway Car Institute and the Association of 
Weekly Hours Fab: 410 ai 40.7 40.4 American Railroads. New orders were re- 
Hourly Wage (cents) Feb. 1742 1740 164.4 773 ceived for only 2,432 freight cars in April, 
Weekly Wage ($) Feb. 71.42 71.51 66.91 21.33. | down from the 3,379 cars ordered the month 
before. With new orders below shipments, 
PRICES—Wholesale (Ib2) May 12 109.9 109.9 111.6 66.9 the backlog of orders on hand fell to 62,637 
Retail (cd) Feb. 207.8 209.0 208.9 116.2 | cars on May 1 from 68,553 the month be- 
COST OF LIVING (Ib3) Mor. 113.6 113.4 112.4 65.9 th —o freight cars on order on 
Food Mor. W171 HAD ie Pua 
Clothing ep aca = _— = Expenditures for ADVERTISING rose to 
Rent Mar. 121.7 215 116.7 89.7 3 4 : 
an all-time high in March, according to the 
| RETAIL TRADE—$b** seasonally adjusted index compiled by 
Retail Store Sales (cd) Mar. 14.4 14.6 13.0 4.7 | Printers’ Ink which reached 500% of the 
Durable Goods Mar. 5.2 5.3 43 1.1 | 1935-1939 average, up 7% from February 
Non-Durable Goods. Maer. 9.2 9.3 8.7 3.6 | and 14% ahead of a year ago. Every type 
Dep't Store Sales (mrb) Mar. 0.86 0.84 0.79 0.34 | of media showed improvement from a year 
Consumer Credit, End Mo. (rb2)_____ | Mar. 25.7 25.3 20.6 9.0 | ago with newspapers achieving the biggest 
= gain, one of 20%. Television advertising 
MANUFACTURERS’ was next with a 17% improvement and 
New Orders—$b (cd) Total **_____._| Mar. a0:2 a - '46 | magazines were 13% ahead of last year. 
Durable Goods ona 12.8 eng _ sa Radio advertising continued to suffer from 
Non-Durable Goods____—__—____._ | Mar. seen =? whe 75 | competition and was only 4% better than 
Shipments—$b (cd)—Total** anh at safe al we te year ago. At 265% of the 1935-1939 
Durable Goods a. — sind and wick average in March, radio advertising was 
Non-Durable Goods———_—___| Mar. me = we 42 | far behind the over-all index and substan- 
selenide: metata on tially under the high of 309% for this com- 
ari gp si 759 74.9 73.6 28.6 | ponent which was reached in 1948. 
=n oo 02 ol. tol at |. Salles of the GAS UTILITY INDUSTRY 
. , : to ultimate customers in March, 1953, 
Retailers’ Mar. 21.2 21.0 20.3 81 | 7 , 
scclisiiaeiiia dean nl 24 24 23 1,1 | totalled 5,385 million therms, a gain of 
! 0.8% over the corresponding 1952 month. 
BUSINESS ACTIVITY—1—pec May 9 196.4 197.4 164.4 141.8 ; The American Gas Association’s index of 
(Mm. W. S.)—1—np May 9 239.7 240.9 195.7 146.5 total gas utility sales rose to 167.0% of 








292 


THE 


MAGAZINE OF WALL 


STREET 





cdit 
(19 
nuk 
pc- 
wee 


Jawrnvnuunonoavanwe 





MA 





and Trends 


























































































































—— Latest Previous Pre- 
Wk.or Wk.or Year Pearl 
OK Date Month Month Ago Harbor* PRESENT POSITION AND OUTLOOK 
— INDUSTRIAL PROD.—1 np (rb)** Mar. 242 240 221 174 the 1947-1949 average from 158.6% the 
\CT Mining Mar. 160 163 164 133 month before. Natural gas sales in March 
tion Durable Goods Mfr_——_________ | Mar. 327 322 285 220 came to 5,024 million therms, an improve- 
W. Non-Durable Goods Mfr... Marr. 200 198 188 151 ment of ee % from a year ago, while sales 
ract CARLOADINGS—1—Total May 9 765 781 720 833 of manufactured and mined gas were 361 
‘the Mise. Freight May 9 382 397 357 379 million therms, down 4.3% in the same 
rom one ar May 9 70 70 72 156 period. For the twelve months ending 
>On- ini May 9 40 4l 4] 43 March 31, 1953, utility gas sales aggre- 
ade gated 53,003 million therms, a new peak 
jher ELEC. POWER Output (Kw.H.) m May 9 7,897 7,939 7,039 3,267 and 6.5% higher than sales in the previous 
hile twelve-month period. 
itili- SOFT COAL, Prod. (st) m May 9 8.8 8.8 8.0 10.8 “ r 2 
i TF 157.4 158. 184.7 44. 4 
ver, crit _— sll wns “i 2 soni en . a : Manufacturers’ shipments of PASSEN- 
. oo. e . . ° ° . 
clin- eset a GER TIRE CASINGS rose by 15.5% in 
four PETROLEUM—(bbls.) m March to 6,873,747 tires from 5,952,768 
ards Crude Output, Daily |“ May 9 6.3 6.3 6.3 4.1 in February, the Rubber Manufacturers As- 
ma Gasoline Stocks May 9 157 158 122 86 sociation has reported. Production of cas- 
ugh Fuel Oil Stocks May 9 40 39 39 94 ings in March achieved a 15.7% increase 
1ent Heating Oil Stocks May 9 63 61 51 55 over February and amounted to 7,918,828. 
the LUMBER, Prod.—(bd. ft.) m pan io “i “ pm With March output well above shipments, 
the Stocks, End Mo. (bd. ft.) b 8.2 - - ais inventories in the hands of manufacturers 
tain d i ae ee ; ; : at the end of the month rose 5.6% to 
very STEEL INGOT PROD. (st) m Apr. 9.5 10.2 8.0 94 13,364,093 tires, from 12,310,653 the 
s at PE A der: 38.5 29.0 35.2 74.7 |month before. On March 31, 1952 stocks 
a on hand amounted to only 10,558,217 tire 
ENGINEERING CONSTRUCTION casings. 
“HT AWARDS—$m (en) May 14 282 253 285 94 * * oa 
5 
c lative f Jan. 1 May 14 6,118 5,835 5,096 5,692 
but ee ee New orders for FABRICATED STRUC- 
52, MISCELLANEOUS TURAL STEEL amounted to 258,482 tons 
can Paperboard, New Orders (st)t May 9 292 342 204 165 in March, a jump of 43% over the previous 
n of Cigarettes, Domestic Sales—b Mar. 35 32 30 17 month. The total backlog of orders at the 
= Do., Cigars—m Mar. 502 453 478 543 end of the month totalled 2,155,047 tons 
a4 Do., Manufactured Tobacco (Ibs.)m_! Mar. 17 16 17 28 or about eight times March shipments. 
nt 
nts b—Billions. cbh—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before taxes 
637 :dlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated. en—Engineering News-Record. |—Seasonally adjusted index 
(1935-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1947-9—100). Ib3—Labor Bureau (1947-49—100). It—Long tons. m—Millions. mpt—At mills, 
be- publishers and in tronsit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensation for copulation arowth 
on pc—Per capita basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, total consumer credit. st—Short tons. t—Thousands. *1941; November or 
week ended Dcembr 6. **—Seasonally adjusted. 
THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
2 to Te 
1953 1953 
the No. of bien aenge sine henge (Nov. 14, 1936, Cl.—100) High Low May 8 May 15 
by Issues (1925 Cl.—100) High low May8 May15 | 100 HIGH PRICED STOCKS 133.5 123.2 1266 126.2 
the 300 COMBINED AVERAGE.......... 215.5 1988 2037 203.6 100 LOW PRICED STOCKS 260.6 240.7 245.1 244.1 
with 4 Agricultural Implements.......... 263.3 2326 240.3 232.6 4 Investment Trusts... 112.7 100.8 103.0 104.2 
ype 10 Aircraft (‘27 Cl.—100)........... 415.6 344.5 358.8 358.8 3 Liquor ‘27 Cl.—100) 967.8 875.6 894.0 884.8 
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Commodity markets trended downward in the two weeks 
ending May 18 with prices appearing sensitive to any indica- 
tions of decreased international tension. The Dow-Jones Com- 
modity Futures Index reached a new low for the year at 161.49 
on May 12 where a recovery set in to bring the index to a 
close of 162.42 on May 18. At this level it was still down 1.99 
points from its standing on May 4. New crop September wheat 
lost 6% cents in the two weeks ending May 18 to close at 
217%. Selling was influenced by the Department of Agricul- 
ture’s latest estimate that the winter wheat crop would amount 
to 729,9 million bushels, a 15.7 million bushel rise from its 
previous forecast. If the spring wheat crop is of average yield 
and farmers plant the acreage indicated by their March inten- 
tions, then the outlook is for total wheat production of some 


1,040 million bushels this year. Consumption in the crop year 
from July 1, 1953 may not top 1,000 million bushels which 
would mean an addition of 40 million bushels to the carryover 
for the current year which is expected to reach 575 million 
on June 30. September corn lost 1% cents in the two weeks 
ending May 18 to close at 1581. Placements of corn in the 
loan proved to be below expectations, amounting to 306 mil- 
lion bushels at mid-April. This may mean that “free” supplies 
of the grain will be larger than had been looked for. Cotton 
futures have been quite stable recently and the new crop 
October future gained 7 points during the period to close at 
33.85 cents. Buying came into the market in the wake of un- 
favorable weather reports from the South and indications that 
plantings are falling behind schedule. 
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U. S. DEPARTMENT OF LABOR INDEX OF 22 BASIC COMMODITIES 
Spot Market Prices—1947-1949, equals 100 
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Average 1924-26 equals 100 


1952-53 1951 1950 1945 1941 1939 1938 1937 


SD scccessievnare 181.2 214.5 204.7 958 743 783 658 93.8 
low 161.5 1748 134.2 83.6 58.7 61.6 57.5 64.7 
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14 Raw Materials, 1923-25 Average equals 100 


Aug. 26, 1939—53.0 Dec. 6, 1941—€65.0 
1952-53 1951 1950 1945 1941 1939 1936 1997 
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A new boiler and turbo-generating unit designed 


“é 


to cross the barrier of the “critical pressure” of 
steam for the first time in the commercial production 
of electric power has been developed and will be 
built and installed at the Philco generating plant of 
the Ohio Power Co., an operating subsidiary of 
AMERICAN GAS & ELECTRIC CO. It is regarded as 
the most efficient generating unit ever built and will 
utilize the unprecedented steam pressure and temp- 
erature of 4,500 pounds per square inch and 1,150 
degree Fahrenheit. 


Flies that have become immune to the effects of 
D.D.T., and other types of insecticides in use for 
some time can be destroyed economically by mala- 
thon, a new insecticide which AMERICAN CYANA- 
MID CO., is marketing to a number of established 
manufacturers who, in turn, are packaging it under 
their own brand names, using labels indicating the 
fact that the product contains malathon. The new 
material may be used for the reduction of flies 
around buildings which house domestic animals, 
around yards, and around houses. According to di- 
rections accepted by the Department of Agriculture, 
flies can be controlled effectively by spraying a mix- 
ture of 2 gallons of malathon (in emulsifiable liquid 
form) and 10® gallons of water. 


Work is expected to commence shortly on the 
erection of a plant to manufacture para-xylene at 
the Whiting, Ind., refinery of STANDARD OIL CO., 
(INDIANA). The product is an aromatic hydrocar- 
bon hitherto obtained largely from coal tar. A pro- 
cess, known as hydroforming, converts certain pet- 
roleum fractions to a mixture of various aromatics. 
Principal use of para-xylene by the chemical industry 
is in the manufacture of the new synthetic polyester 
fibers which show marked improvement in textile 
applications, and a still newer polyester plastic film 
having important advantages in packaging and 
other applications. Standard’s new plant is expected 
to be in operation by January, 1955, and is scheduled 
to have a capacity of 14 million pounds annually. 


A plant for the manufacture of viyltoluene, a new 
raw material that is expected to broaden the horizon 
of the styrene family of compounds, is scheduled for 
completion by DOW CHEMICAL CO., by the end of 
this year and get into volume production in early 
1954. The new product, it is said, can be used in 
place of styrene for making new families of such 
products as synthetic rubber, paint vehicles, rubber 
reinforcing resins, polyester resins and molding 
powders. 


An austenitic alternate for 18-8 stainless steel has 
been developed by ALLEGHENY LUDLUM STEEL 
CORP. The product is said to offer good cold work- 
Ing properties, good weldability, and good ductility. 
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Produced with manganese, chromium, and less than 
one per cent nickel as principal alloying elements, 
this steel offers promise of widespread usefulness. 
The company is now producing it in stainless strip 
in substantial quantities, and it is available in most 
other forms. Allegheny Ludlum believes this steel 
to be the vaguard of a new family of stainless steels 
that will be a permanent addition to the stainless 
market. 


A new Sabre Jet, the F-86H, underwent its suc- 
cessful first flight a few weeks ago. The “‘H”, the 
fifth and latest in the sweptwing Sabre series of 
NORTH AMERICAN AVIATION, INC., is a complete- 
ly new plane designed to carry out dual missions as 
a fighter-bomber and a day fighter. All controls are 
hydraulically operated with an all-movable horizon- 
tal stabilizer replacing elevators for greater pilot 
control. The new plane is in the 650-mile an hour 
class, has a combat radius of over 600 miles, and a 
service ceiling of over 45,000 feet. It is powered by 
GENERAL ELECTRIC’S newest and most powerful 
jet engine, the J-73. 


Two giant steam turbine generators, each with a 
capability of 260,000 kilowatts have been ordered by 
THE DETROIT EDISON CO., for installation in a 
new Edison generating station to be known as the 
River Rouge Edison Plant, being planned for loca- 
tion at the junction of the Detroit and Rouge rivers. 
Each turbine will have a 150-foot high boiler, cap- 
able of producing nearly 134 million pounds of 
steam an hour and delivering it to the turbine at a 
pressure of 2,000 pounds per square inch. With the 
completion of the St. Clair plant and the first two 
units of the Rouge plant, the company’s total gen- 
erating capability will be more than 3 million kilo- 
watts. This is a 50 per cent increase over present 
capability. 


The second of four supertankers, the S.S. Jersey 
Sun, to be built by Sun Shipbuilding & Dry Dock 
Co., for SUN OIL CO., the parent company, slid 
down the ways at Chester, Pa., about two weeks ago. 
The first of the new supertanker fleet, the S.S. 
Delaware Sun, set several fleet operating records on 
her maiden trip last winter. The new tanker is 641 
feet long and has a carrying capacity of 250,000 
barrels of oil. 


A new transport plane, said to be the fastest 
piston-powered commercial airliner has been devel- 
oped by DOUGLAS AIRCRAFT CO. Known as the 
DC-7, it is the first of a fleet built for AMERICAN 
AIRLINES, INC., and scheduled for delivery to that 
company later this year. Four major airlines in the 
U. S., have orders on the books for the new DC-7 
and expect to place them in service during 1954. 
The new plane is said to have a top speed of 410 
miles per hour. 
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For Profit and Income 
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5.9%, or Standard Oil (New 
Jersey) can be bought for about 
a 6% yield. 


Defensive Stock 


If you want a high degree of 
protection for invested capital 
and are content with an average 
portfolio yield of 3% to 3.5%, 
bonds are the answer. You can 
get around 5.5% in stable-income 
common stocks. Whether you put 
your portfolio wholly or partially 
into the latter for defensive pur- 
poses, have no illusions about it. 
No common stocks are stable. 
High-grade income stocks are 
merely less unstable than the 
average equity. In the medium- 
severe 1937-1938 bear market, 
representative income stock fell 
about half as much as the general 
list. Under extreme conditions, 
when reason goes out the window, 
as at the 1932 and 1943 bear- 
market lows, they have fared 
considerably worse than ‘hat. 
Because of intrinsic investment 
values, however, you can count on 
substantial to full recoveries in 
soundly chosen issues, usually 
with no more than a reasonable 
wait. 


Columbia Broadcasting 


This stock is currently at a new 
bull-market high of 44. Reflecting 
growth of television advertising 
and higher rates, revenue is 
trending strongly up. But costs 
have risen sharply, margins con- 
tracted. If this is a profit-growth 
situation, the figures do not show 
it. Net was $2.75 in 1952, against 
$2.72 in 1951 and $2.52 as far 
back as 1937. The best showing 
was $3.45 in 1947. The dividend 
is $1.60, currently yielding about 
3.6%. The price of 44 compares 
with highs of 47 in 1946 and 
501% in 1945. As late as 1949 the 
low was 165%. Whether revenue 
growth can in the future outrun 
cost growth remains to be seen. 





Economic-Political Conditions 
In The Middle East 
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looking suburbs on both the Eu- 
ropean and Asiatic sides of the 
Bosporus. The plain fact is that 
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the Turks have been working hard 
and have succeeded in remaking 
their country which a generation 
ago was habitually mentioned in 
connection with mismanagement 
and decay, into an up and coming 
country and a healthy democracy 
as well. Turkey has been fortunate 
in her leaders from Ataturk to 
the present President, Celal Bay- 
ar, who is widely respected for 
his integrity and democratic 
spirit. The most important is, how- 
ever, that unlike the communist 
countries, the Turks have been 
able to build up their country and 
increase the general standard of 
living as well. The average Turk 
today is not only better housed, 
better clothed, and healthier than 
he was 30 or 40 years ago, but he 
is also much better fed. As a 
matter of fact, Turkey is now one 
of the exporters of bread grains 
and last year shipped more wheat 
abroad than Argentina. 

The stage has now been reached 
in Turkey where the Government 
sponsorship of enterprises—the 
building of factories, opening up 
of mines, etc.—can be entrusted to 
private enterprise. In the last few 
years a number of government 
monopolies has been opened up 
for private enterprise. For ex- 
ample, sugar growers are now 
able to buy shares in heretofore 
fully state-owned sugar factories. 
The petroleum exploration and ex- 
ploitation concession has _ been 
awarded to an American private 
company. The difficulty is that in- 
dividuals are not yet fully “edu- 
cated” to investments in equities. 
As in Latin America and else- 
where the standard of living has 
been rising from very low levels, 
the Turks still prefer to put their 
nest eggs into land and better 
living, family houses, etc. 

All this does not mean that 
everything is fine and dandy in 
Turkey. As was already pointed 
out, many Turkish products are 
over-priced in international mar- 
kets. An adjustment in the Turk- 
ish lira, which at the official price 
of 2.83 per dollar is somewhat 
overvalued, may be necessary to 
dispose of the exportable sur- 
pluses. But the main point is that 
modern Turkey is healthy, grow- 
ing democracy and a dependable 
bastion of the Free World in one 
of the most exposed and unstable 
parts of the world today. 


General Observations 


What impressions, the reader 
may ask, have I brought home in 


THE 


respect to the future of the Near 
East, the region that is still the 
strategic hub of the Old World, 
and endowed, besides, with the 
world’s largest petroleum re- 
sources? Will Turkey and the 
Arab countries of the Fertile 
Crescent, Syria, Lebanon, and 
Iraq, cooperate with the West in 
its struggle against communist 
imperialism ? 

Insofar as Turkey is concerned, 
I have not the slightest doubt. 
Under the Ataturk, the country 
made the vital decision to west- 
ernize herself. The Turks have 
worked hard and sincerely, and 
considering that they received 
very little outside help with the 
exception of the last six years, 
they have gone far along the road 
to modernization. Moreover, the 
Turks who have suffered consider- 
ably at the hands of Russia, are 
not merely anti-communist, but 
anti anything that has to do with 
Russia. I brought home a definite 
feeling that Turkey deserves our 
economic and military aid more 
than any other country I have 
visited during my post-war tra- 
vels. And this aid need not be 
large; with relatively modest aid 
in the right places—in the develop- 
ment of mineral resources, agri- 
cultural techniques, transporta- 
tion, and merchandising—Turkey 
could be built into a showplace of 
democracy and private enterprise 
in the Near East, with a standard 
of living that might vie with that 
of many a Western European 
country. 


My feelings about the future of 
the three Arab States of the 
Fertile Crescent are mixed. | 
found, for example, that the aver- 
age Syrian or Iraqi was only mild- 
ly concerned with the winning of 
the cold war or with the dangers 
of communist imperialism. For 
him the chief villains were the 
British, who, he would claim, 
were denying political and eco- 
nomic sovereignty to the Arab 
countries, or the Americans who 
were partial to Israel, the most 
dynamic country in the Near East 
today. This warped and narrow 
arab nationalism is unquestion- 
ably the outgrowth of an inferi- 
ority complex and a feeling of 
helplessnes. 

I am afraid that political and 
economic troubles in the Arab 
countries of the Near East. will 
multiply rather than lessen in the 
future. The intelligentsia are dis- 
satisfied, population pressure 1s 


(Please turn to page 298) 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Beatrice Foods 


“Please report recent earnings of Bea- 
trice Foods and also breakdown of sales 
volume of principal products.” 


L. A. Evanston, Illinois 


In the fiscal year ended Febru- 
ary 28, 1953, Beatrice Foods re- 
ported consolidated net earnings 
of $3,993,355, after preferred di- 
vidends, equivalent to $3.67 a 
share on 1,044,673 share outstand- 
ing at the year-end. This compares 
with net of $3,904,234 and $3.62 a 
share for the previous fiscal year. 

Sales for the year reached a 
record high total of $235,204,505 
an increase of 2.9% over sales of 
$228,661,163 for the previous 
year. Total unit sales of all prod- 
ucts increased 2% over the previ- 
ous year. This was the 16th con- 
secutive year the company has 
had an increase in unit sales. 
Fluid milk and cream unit sales 
continued to increase and the sale 
of specialty foods and services 
reached an all-time high sales 
volume in both dollars and units. 

During the year 1952, drastic 
reductions in the farm price of 
beef cattle and lambs, while dairy 
prices were maintained, substan- 
tially improved the position of 
milk and cream production in the 
farm economy. As a result, milk 
production thus far in 1953 has 
been increasing steadily. In order 
to handle the increased produc- 
tion of milk, Beatrice has im- 
proved and increased the capacity 
of its facilities at several loca- 
tions, principally manufacturing 
milk and butter plants, by the in- 
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stallation of machinery for con- 
densing milk and for drying both 
milk and skimmed milk. 


Fluid milk and cream sales for 
the fiscal year contributed 33% 
of total dollar sales volume. Dollar 
sales of milk increased over the 
previous year by $5,250,084. Ice 
cream and ice cream mix unit 
sales for the year showed a gain 
of 9%. Total profits of the ice 
cream department were higher 
than a year ago, despite a contin- 
ued increase in operating and dis- 
tributing costs. 

Butter sales during the year ac- 
counted for 20% of total dollar 
sales. Sales on both a dollar and a 
unit basis were lower than the 
previous year. Unit sales of but- 
ter were off 2%, while total na- 
tional consumption of butter de- 
clined 10% during 1952. Dollar 
sales of butter decreased 3% dur- 
ing the year. 

For the twelve months just 
ended, butter production of Bea- 
trice was 7% greater than a year 
ago. Much of present production, 
however, is now being sold to the 
Government at support prices. 
How long this increased produc- 
tion of butter will prevail is not 
now foreseeable. 


Sales of frozen foods for the 
year increased to $18,312,764, a 
gain of 17% over the previous 
year. 

Dividends including extras to- 
talled $2.25 a share in 1952 and 
$1.25 has been paid thus far in 
the current year. 


Pacific Lighting Corporation 


“Pacific Lighting Company operates 
in the growth territory of the west coast 
and I would be interested in knowing 
what their annual revenues have been 
in recent years and net income and divi- 
dend payments.” 


M. E., San Francisco, California 


Pacific Lighting Coporation for 
the twelve months ended March 
31, 1953 showed earnings of $5.08 
a share compared with $3.73 on 
the average number of common 
shares outstanding during the 
twelve months period ended 
March 31, 1952. 

Gross operating revenues for 
the twelve months ended March 
31, 1953 amounted to $142,908,- 
000, an increase of $14,171,000. 
Higher revenues from domestic 
and commercial customers and 
surplus industrial customers were 
principally responsible for this in- 
crease. 

Operating expenses were $90,- 
423,000, an increase of $6,752,- 
000. All major items of expense 
were higher. Taxes and franchise 
payments were $26,272,000, an 
increase of more than 10% over 
the previous year. 

On April 17, an agreement was 
reached by representatives of 
Southern California Gas Com- 
pany and the C.I.0O. Union rep- 
resenting a large percentage of 
the company’s employees. This 
brought to a close the strike which 
had been in effect for 16 days in 
the corporation’s largest subsidi- 
ary. Terms of the agreement in- 
cluded a wage increase of ap- 
proximately 5% retroactive to 
April 1, an increase in the com- 
pany’s subsidy of the employees’ 
medical plan and a number of 
fringe benefits. In effect, the 
Union negotiators settled upon 
terms which the company offered 
prior to the strike. The Union had 
been seeking a union shop and a 
minimum of 10% in wage in- 
creases. 

Dividends last year totaled 
$3.00 per share and the 75 cent 
quarterly rate is expected to con- 
tinue. 
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Economic-Political Conditions 
In The Middle East 
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increasing, and the growing mid- 
dle class will demand more “say” 
in governments now controlled by 
cliques of army officers and land- 
owners. Many people believe that, 
with the exception of Iraq, Rus- 
sia has not yet shown her hand in 
the Near East. If she does, she 
may find conditions there quite 
ripe for the spread of her influ- 
ence unless the Arabs, like the 
Turks, discover the truth about 
communism in time. I see no easy 
or early solution of the Arab- 
Israeli dispute; however, it may 
grow to be less violent if steps are 
taken for the permanent resettle- 
ment of more than half a million 
Arab refugees, and if something 
is done about the economic revival 
of the Arab Palestine. 





Is Paper Industry 
Facing A Test? 
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second-quarter figures. 

What has been said of the paper 
markets applies as well to the 
wood pulp market. New capacity 
is coming. Overall consumer 
stecks may be described as nor- 
mal. Where exceptions. exist, 
users are buying warily on a spot 
market. 

But as the economies of many 
nations recover from the effects 
of war and as the underdeveloped 
areas progress and raise their liv- 
ing standards, there should be a 
growth in their demands for pulp 
and paper products which could 
be substantial. 

To one who has made it a busi- 
ness to attend annual meetings of 
stockholders of the paper com- 
panies, it seems fitting that men- 
tion should be made here of the 
magic word—oil. For these ses- 
sions are marked by greater in- 
terest in the oil potential than the 
customary products of pulp and 
paper firms. 

The last meeting of Interna- 
tional Paper Co. proved no excep- 
tion. John H. Hinman, president, 
plunged shareholders into gloom 
when he told them they had no oil. 

“It’s been all around us,” he 
reported to shareholders who 
wanted to know whether the black 
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gold had been found on Interna- 
tional Paper’s 2,900,000 acres of 
pulpwood tree forests spread over 
the Southland. “But so far the 
lightning hasn’t struck us. In fact, 
we are beginning to wonder how 
we manage to be so good at escap- 
ing it.” 

St. Regis Paper stockholders, 
meeting last month, had better 
news. It pleased them to hear Roy 
K. Ferguson, president, relate 
that first-quarter sales and earn- 
ings were higher. They were 
ready to cheer when he said earn- 
ings this year should exceed those 
of 1952 and added that directors 
intend later in the year to con- 
sider more liberal dividend pay- 
ments. But their joy was bound- 
less when he remarked first-quar- 
ter sales did not include any 
income from oil wells on St. Regis 
property. Yet six of 31 producing 
wells in the Pollard field in Ala- 
bama are on the company’s land. 

Of 300,000 St. Regis-owned 
acres in Alabama and northern 
Florida, 17,000 now are under 
lease to oil companies. On 171,000 
acres the firm owns an undivided 
one-half interest in the mineral 
rights. On 42,000 acres the com- 
pany owns all the mineral rights 
and on the remaining 87,000 acres 
the company’s rights vary up to a 
one-half interest. 

Finally, there is the case of 
Hudson Pulp & Paper directors. 
They have their fingers crossed as 
a major copper producer pros- 
pects on 138,000 acres of their 
Maine woodlands for uranium and 
an independent oil company sur- 
veys 230,000 acres of their Flor- 
ida empire for oil. 

Oil is in large measure the an- 
swer to the uneven pattern of 
behavior of the stocks of the pulp 
and paper industry. 

While comments on the position 
and prospects for all the leading 
companies in the industry are in- 
cluded in the accompanying table, 
no analysis of the paper industry 
should be concluded without some 
extended comment on the largest 
company of them all, Interna- 
tional Paper. 

International Paper Co., is the 
leading North American producer 
of pulp, kraft paper and paper- 
board, newsprint and other papers 
and paper products, having an 
annual rated capacity of 4 million 
tons. Its operations are fully in- 
tegrated. It owns or leases 4.1 
million acres of timberlands in the 
U. S., and 13.7 million acres in 
Canada. Production of paper, 
board and pulp in 1952 amounted 


to more than 3.8 million tons, of 
which approximately 63% was 
kraft and 22% was newsprint. 
Total output was off minutely 
from the record 1951 figure which 
was reflected in a drop in net 
profits from $56.8 million for 195] 
to $52.1 milion for last year, with 
rising costs—especially labor and 
freight—narrowing profit margins 
to hold per shares earnings to 
$5.75 as compared with $6.28 in 
the previous calendar year. 

Within the last three years the 
company appropriated a total of 
$116.6 million for capital expendi- 
tures for plant construction and 
improvement and the purchase of 
timberlands, largely in the United 
States, with emphasis on all divi- 
sions except paper mills. Finan- 
cing of these projects has been 
through retained earnings with 
the company maintaining a fairly 
strong condition. 

Outlook for the current year is 
for a continuance of good sales 
volume, although there is no im- 
mediate indication of relief from 
the high costs factor present dur- 
ing 1952. Per share earnings for 
the current year should compare 
favorably with those of the pre- 
ceding period and should be aided 
by the expected abandonment of 
the excess profits tax which took 
approximately $1.30 a share of 
last year’s earnings. 





15 Companies With Only 
Common Stock Outstanding 
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has a capital structure consisting 
solely of common stock, outstand- 
ing in the amount of 2.4 million 
shares, after the 1951 3-for-1l 
stock split. Net earnings in the 
years 1946 to 1952 inclusive to- 
taled $37.5 million out of which 
stockholders, to the end of last 
year, received $22.5 million in 
cash dividends, the balance of $15 
million being retained for devel- 
opment of new sulphur deposits, 
the exploitation of oil and gas 
lands and other purposes. In the 
seven year period to the end of 
1952 capital and surplus _in- 
creased from $25 million to $42.9, 
or, after adjustment to the 1951 
stock split, stockholders’ equity 
increased from $10.44 a share to 
$16.84 a share. 

General Electric Co., common 
stockholders are the sole owners 
of the company, there being no 
funded debt, bank loans or pre- 
ferred stock. There has been no 
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DECLARES 
260th DIVIDEND 















50¢ PER SHARE 


On May 18, 1953, 
dividend No. 260 of 
fifty cents (50¢) per 
share was declared 
\ by the Board of Di- 
rectors out of past 
earnings, payable on 
July 1, 1953, to stock- 
holders of record at 
the close of business 
June 10, 1953. 


F. DUNNING 
Executive Vice-President 
and Secretary 


THE YALE & TOWNE MFG. CO. 


Cash dividends paid in every year since 1899 

















E. 1. DU PONT DENEMOURS & COMPANY 


PON 























Tort 


Wilmington, Delaware, May 18, 1953 


The Board of Directors has declared this day 
regular quarterly dividends of $1.12'/. a 
share on the Preferred Stock—$4.50 Series 
and 871/2¢ a share on the Preferred Stock 
— $3.50 Series, both payable July 25, 
1953, to stockholders of record at the close 
of business on July 10, 1953; also 85¢ a 
share on the Common Stock as the second 
interim dividend for 1953, payable June 
13, 1953, to stockholders of record at the 
close of business on May 25, 1953. 


L. pu P. COPELAND, Secretary 























UNITED FRUIT COMPANY 


Consecutive Quarterly Dividend 
A dividend of seventy-five cents 
per share on the capital stock of 
this Company has been declared 
payable July 15, 1953, to stock- 
holders of record June 12, 1953 
EMERY N. LEONARD 
Secretary and Treasurer 

Boston, Mass., May 18. 1953 


LOEW'S INCORPORATED 


MGM PICTURES - THEATRES - MGM RECORDS 
May 20, 1953 


x \ The Board of Directors has declared 
= a dividend of 20c per share on the 

outstanding Common Stock of the 
o¢ 


Company, payable on June 30, 
1953, to stockholders of record at the close of 
business on June 12, 1953. Checks will be 


mailed. 
CHARLES C. MOSKOWITZ 


Vice Pres. & Treasurer 


PoP Johns- Man ville 
JM, 











Corporation 


DIVIDEND 

The Board of Directors declared a dividend 
of 75c per share on the Common Stock 
payable June 11, 1953, to holders of 
record June 1, 1953. 

ROGER HACKNEY, Treasurer 


PRODUCTS 
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period net property account, 
standing at $41.9 million at the 
end of 1945 increased to $56.9 
million at the close of 1952. From 
$69.9 million, capital and surplus 
has grown to $93.1 million as of 
December 31, 1952, a growth in 
common share equity from $29.75 
to $39.62. 

Parke, Davis & Co., has no 
funded debt nor preferred stock. 
The sole owners of the business 
are the holders of the capital 
stock outstanding at approxi- 
mately 4,896,590 shares, practic- 
ally unchanged since the 100 per 
cent stock dividend in 1936. In 
the interim, net sales have in- 
creased from the 1937 level of 
$31.5 million to a record $138 
million in 1951, followed by 
$126.3 million in 1952. Net earn- 
ings of $16.2 million for last vear 
were off from the $19 million in 
1951. Total net since the begin- 
ning of 1946 amounts to $99 mil- 
lion of which 56.8 per cent or 
$56.2 million has been paid in di- 
vidends, with the balance of $42.8 
million going back into the busi- 
ness. Within the seven years since 
1946 it has brought its net prop- 
erty account up from $8.4 million 
to $32.9 million at the end of 
1952. Stockholders’ equity has in- 
creased during these years from 
$33.4 million, equal to $6.82 a 
share, to $81.1 million, or $16.58 
a share, without giving any valu- 
ation other than a normal $1, to 
formulae processes, patents and 
copyrights. 

Penney (J. C.) Co., observed 
1952 as its Golden Jubilee Year 
by marking up an all-time sales 
record of $1,079 million, a gain of 
more than 100 per cent in less 
than 10 years’ time. The company 
retired all of its preferred stock 
as long ago as 1935 and being 
without any other capital indebt- 
edness, funded debt or bank loans, 
the entire business is now owned 
by the common stockholders. 
From the start of the postwar 
period to the close of 1952, total 
earnings have amounted to $275.9 
million and 62.4 per cent of this 
sum or $172.4 million has been 
paid out in dividends, while 
$103.5 million was put back into 
the business. Since the beginning 
of 1946 net property account has 
been built up from $14.4 million 


THE 


to $36.6 million at the close of 
1952. Stockholders’ equity has in- 
creased from $102.5 million, equal 
to $12.81 a share, to $205.9 mil- 
lion or $25.02 a share, more than 
a 100 per cent gain. 

Phelps Dodge Corp., is owned 
entirely by the holders of its cap- 
ital stock, there being no funded 
debt, bank loans nor preferred 
stock standing ahead of the 10.- 
142,520 shares of stock outstand- 
ing following the 1952 2-for-] 
splitup. At the close of last year, 
this stock had a net worth of 
$261.3 million, equal to $25.76 a 
share, increasing, after adjust- 
ment for the recent stock split, 
from $163.4 million, or $16.57 a 
share, at the beginning of 1946. 
During that period earnings of 
the company totaled $252.1 mil- 
lion, of which approximately 64 
per cent, or $161.2 million has 
been paid in dividends, the bal- 
ance, $91 million, being retained 
in the business. Phelps Dodge 
closed 1952 with cash and Gov- 
ernment securities amounting to 
$119 million which combined with 
other items brought current as- 
sets to $175.2 million, or roughly 
$100 million in excess of current 
liabilities. 

Sunshine Biscuits, Inc., allow- 
ing for normal current liabilities 
which at the close of 1952 were 
less than 25 per cent of current 
assets, is owned in its entirety by 
the holders of the capital stock. 
This equity, calculated at $34.6 
million in Dec. 31, 1952 balance 
sheet was equal to $42.76 a share. 
It has been built up since 1946 in 
which year the stock was split 
2-for-1, from $25.5 million, or a 


per share equity of $25.03, ad- 


justed for the stock split. In the 
postwar years since 1946 out of 
total earnings of $46.8 million, 
54.7 per cent or $25.2 million has 
been distributed to stockholders 
in cash dividends. The balance re- 
tained for reinvestment in the 
business amounts to $21.4 million. 
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mainly buses, to the tune of 
around $160 million, and $195 mil- 
lion worth of real estate, but this 
last is not a productive item in- 
sofar as materials and labor are 
involved. 

Expansion of our educational 
facilities will be helpful to indus- 
tries not possible to aid under the 
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other programs which we have 
outlined. Schools require special 
furniture and other equipment— 
too numerous to mention here. 

Financing of this program is 
going to be largely up to the indi- 
vidual States and municipalities, 
probably through the issuance of 
tax-exempt debentures or through 
special tax levies. The securities 
will be solid investments for the 
reason that this has always been 
true, or at least 99.44 percent true. 
Help from the National Govern- 
ment is on the doubtful side. Con- 
gress will be hesitant in appropri- 
ating funds for educational pur- 
poses lest there be a suspicion 
that Government is going in for 
“thought control” through purse- 
string control of education. 

Other pressing public works 
needs of the Nation are found in 
the field of aviation. According 
to the Civil Aeronautics Adminis- 
tration our lack of fit airports is 
somewhere between pitiful and 
dangerous. CAA has recently said 
our minimum civil flying needs 
(airports and improvements) as 
of this time are about $635 mil- 
lion. In a sort of blue print pre- 
pared several months ago (see 
table for State details) CAA 
recommended 2,234 new airports 
at a total cost of $166.5 million, 
the Government to bear 51 per 
cent of the cost, with 49 per cent 
of the tab picked up by the spon- 
sors (States and municipalities). 
Improvements to the 2,581 exist- 
ing airports would call for expen- 
diture of $469 million more, with 
the Federal Treasury standing 
$230 million of the cost while 
sponsors picked up the tab for the 
remainder of $239 million. 

In the rivers and harbors im- 
provements category we find that 
Congress has authorized over 
$500 million of expenditures, 
while flood control projects ac- 
count for another $700 million. 
Irrigation projects which have 
Congressional authorization prob- 
ably account for another $25 
million, and hydroelectric develop- 
ments still $450 million more. 

How much the present Con- 
gress will appropriate for these 
programs is a moot question. 
Economy is the watch-word on 
Capitol Hill, but there is no doubt 
that a large portion of these funds 
—hydro-electric projects excepted 
—will be appropriated for before 
Labor Day rolls around. 

The hydro-electric exception is 
made on the assumption that the 
Administration, with Congres- 
sional backing, is definitely com- 
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Cumulative 


including the undersigned 


to act as dealers in Se 





curilte 


Kuhn, Loeb & Co. 
Blyth & Co., Inc. 


Kidder, Peabody & Co. 





This advertisement is neither an offer to sell nor a solicitation of offers to buy any of these securities. 
The offering is made only by the Prospectus. 


183,300 Shares 
Lone Star Gas Company 


4.75% Convertible Preferred Stock 


$100 Par 


Holders of the Company’s outstanding Common Stock are being offered 
the right to subscribe at $100 per share for the above shares of 
Stock at the rate of one share of Preferred Stock for each thirty shares of 
Common Stock held of record on May 13, 1953. Subscription Warrants will 
expire at 3:30 P.M., Eastern Daylight Saving Time, on May 27, 1953. 


The several Underwriters have agreed, subject to certain conditions, to 
purchase any unsubscribed shares and, both during and following the sub- 
scription period, may offer shares of Preterred Stock as set forth in the 
Prospectus. 

) inv of the 7 t 


Copies of the Prospectus may be obtained from an 


The First Boston Corporation 


Goldman, Sachs & Co. 


Lehman Brothers 


May 13, 1953 


Value 


of Preferred 





Smith, Barney & Co. 
Harriman Ripley & Co. 
I r ted 


Merrill Lynch, Pierce, Fenner & Beane 




















mitted to abandonment of the 
Government’s invasion of the field 
of power generation. However, it 
is to be remembered that Govern- 
ment has under way the construc- 
tion of some 25 or 30 hydro- 
electric projects with an end con- 
struction cost of slightly over $1.3 
billion. This work will add up to 
around $650 million in materials, 
$550 million in labor, the remain- 
ing $300 million necessary to pay 
for inundated lands and the re- 
moval of persons displaced by the 
improvements. 

Thus we see around $60 billion 
of public works in the offering 
should a sudden shift from a War 
economy to an economy of Peace 
come about or, if there should be 
a real slow-down in the placing 
of defense orders. 
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in pre-tax earnings. A further im- 
provement in operating ratio is 
likely as the roads begin to bene- 
fit from late improvements in 
facilities and the addition of die- 
sels to the fleets of the carriers yet 
to complete their dieselization 
programs. 


PublicService Electric 
and Gas Company 


NEWARK.N. J. 








QUARTERLY DIVIDENDS 


Dividends of $1.02 a share onthe 
4.08% Cumulative Preferred Stock, 
$1.17% a share on the 4.70% Cu- 
mulative Preferred Stock, 35 cents 
a share on the $1.40 Dividend 
Preference Common Stock, and 40 
cents ashare onthe Common Stock, 
have been declared for the quarter 
ending June 30, 1953, all pay- 
able on or before June 30, 1953 
to holders of record at the close 
of business on June 1, 1953. 
GEORGE H. BLAKE 
President 





50 YEARS of SERVICE 
to NEW JERSEY 


} 1903 + 








This is already indicated by 
earnings of the Class I roads for 
the first three months of the cur- 

(Please turn to page 302) 
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CONTINENTAL 
E CAN COMPANY, Inc. 


A regular quarterly dividend of one dol- 
lar six and one-quarter cents ($1.06%) 
per share on the $4.25 cumulative sec- 
ond preferred stock of this Company 
has been declared payable on July 1, 
1953, to stockholders of record at the 
close of business June 15, 1953. 


LOREN R. DODSON, Secretary. 











CONTINENTAL 
CAN COMPANY, Inc. 


A regular quarterly dividend of ninety- 
three and three-quarter cents ($.93%) 
per share on the $3.75 cumulative pre- 
ferred stock of this Company has been 
declared payable July 1, 1953, to stock- 
holders of record at the close of business 
June 15, 1953. 


LOREN R. DODSON, Secretary. 
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rent year which set a peacetime 
record for any first quarter at 
$186 million. Second quarter pre- 
dictions are that operations will 
equal or surpass this figure. Esti- 
mates by the regional Shippers 
Advisory Boards are that car- 
loadings on the nation’s rail sys- 
tems in the second quarter will be 
at least 8 per cent greater than in 
the corresponding period of last 
year. 

The recent softness in bond 
prices has, in our opinion, brought 
rail issues down to an attractive 
yield level on a comparative basis. 
For the benefit of our readers we 
embody in the accompanying table 
six bonds that are presently sell- 
ing substantially below their re- 
cent high prices and which rank 
from high grade to good invest- 
ment media. We also accompany 
this selected group with an. equal 
number of good grade income 
bonds that have receded from 
their 1953 high levels and which 
we consider to be worthy of con- 
sideration at this time in view of 
the satisfactory coverage of inter- 
est requirements and the con- 
tinued promising outlook. 
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are: Armco Steel, Bethlehem 
Steel, Firestone Tire & Rubber, 
B. F. Goodrich, McGraw Electric, 
Reynolds Metals, Studebaker and 
United Biscuit. To this group may 
be added: American Chicle, Her- 
shey Chocolate, Otis Elevator, 
Halliburton, Purity Bakeries, 
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Minneapolis-Honeywell, Borg 
Warner, General Electric, Bor- 
den and Scott Paper. 

Railroads have not been inclu- 
ded in this article as a special sur- 
vey of this industry will appear 
in connection with our Mid-year 
Dividend Forecast, starting with 
the July 11 issue. Subscribers 
who hold public utility issues will 
find a wealth of material on all 
the major companies in this 
group in the special feature, ap- 
pearing in the June 13 issue. 

In order to more fully acquaint 
the reader with the type of fac- 
tors that must be considered in 
estimating future dividend action, 
we cite the two following and con- 
trasting examples of (a) a com- 
pany which is in a strong posi- 
tion to increase dividends and 
(b) a company whose ratio of 
earnings to dividends has become 
exceedingly narrow. 

General Electric: Since 1945, 
that is 1946-1952 inclusive, the 
company has earned $29.50 a 
share and has paid out $16.55 a 
share in dividends. In _ other 
words, during this period the 
company retained about 45% out 
of earnings. Invested capital rose 
from $578 million to $872 million 
and plant expenditures were about 
$650 million. With the major por- 
tion of new additions having been 
completed, and all notes paid 
off, the company can probably af- 
ford to pay out a larger share of 
earnings in dividends, especially 
if EPT is abandoned. During the 
first quarter of this year, earn- 
ings were $1.59 a share, more 
than twice the current 75 cent 
quarterly dividend. Obviously, a 
strong base has been laid for an 
increase in the dividend, par- 
ticularly since earnings have been 
increasing since 1951. Earnings 
were $4.79 a share in 1951 and 
$5.26 a share in 1952. 

Smith, L. C. & Corona Co.: This 
company is paying dividends at 
the rate of $2 a share and up to 
recent months has had no diffi- 
culty in covering this dividend by 
a good margin. However, earn- 
ings have been declining. In the 
nine months ended March 831, 
(fiscal year ends June) earnings 
were $2.23 a share, compared 
with $2.61 a share in the corre- 
sponding period of the previous 
year. For the fiscal year ending 
June 1952, earnings were $3.70 
a share, a sizeable decline from 
the previous year’s earnings of 
$5.60 a share. In the current fiscal 
year, earnings probably will ap- 
proximate $2.70 a share. This 


THE 


narrowing of the margin of earn- 
ings over dividends has become 
sufficiently pronounced to war- 
rant the belief that the present 
rate of payment may be in some 
doubt unless there is a materia] 
pick-up in profits. 
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the stock market. 

As to the general outlook for 
the balance of the year, it is clear 
that the momentum in production 
and consumption is too great to 
be arrested for the time being. 
Should present slight crevices in 
the business structure widen, how- 
ever, it is possible that the final 
months of the year would be ac- 
companied by indications of a 
somewhat recessionary nature. 
This, however, will probably be- 
come more apparent some time in 
1954 than in the final months of 
this year. In any event, it would 
seem that the current boom is 
likely to flatten out somewhat in 
a few months and that more con- 
servative business policies will be 
adopted. 

For a highlighted view of con- 
ditions in specific basic industries, 
we offer the observations below. 
(Subscribers who desire a com- 
plete analysis of these industries, 
are referred to the major analyses 
published in recent issues of The 
Magazine). 

Petroleum: The outstanding 
feature is restoration of normal 
supply-demand ratios and the nar- 
rowing of the spread in refinery 
margins. With higher costs, the 
spread may become somewhat 
narrower, cutting profit margins. 
Major producers are faring well 
but over-supply threatens. The 
move to limit Venezuelan oil 
arises from this situation. Petro- 
chemicals are very active and 
sales are above $15 billion annu- 
ally and increasing. Generally, 
profit margins for the entire in- 
dustry are being maintained with 
some individual exceptions. Basic 
position sound but peak in profits 
was probably seen in first half. 

Chemicals: Industry generally 
has reached a temporary resting 
place so far as profits are con- 
cerned. Some indications of over- 
supply and rate of new investment 
in plant is not increasing as rap- 
idly as in recent years. Keener 
competition in evidence and profit 

(Please turn to page 304) 
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Profit By Our New Recommendations As 


Highly Promising Issues Reach Bargain Prices 


— Russian peace 
moves set off a mar- 
ket decline, Forecast sub- 
scribers had been advised 
to keep 56% of their in- 
vestments in cash . . 

awaiting our new recom- 
mendations at lower levels. 


Those stocks we advised 
subscribers to retain repre- 
sented strong leading com- 
panies with sound growth 
and income prospects in- 
cluding two of the most 
favored issues which have 
split their shares this year. 


























37% POINTS APPRECIATION 


Mn July 15th, 1952, we advised all subscribers to bur 
Southern Ry., at 61 in our Bulletin. 


On May 20th this stock closed at 987,—the highest price 


since 1930—showing subscribers 


This appreciation of 62% compared with the rise in the 
Dow Jones Rail Average of 5.9% in this same time. So 
our subscribers profits were over 10 times the rise in 


the average rail stock. 


In January, 1953, directors of this road declared an in- 
creased dividend of $1.25 compared with former $1 quar- 
terly payment. This $5 annual rate on our buying price 
of 61 represents a yield of 8.2%. 


On May 19th, stockholders approved a 2 for 1 split in 


the shares of Southern Railway. 


You will find that THE 
FORECAST tells you now 
not only WHAT and 
WHEN to buy — and 
WHEN to take profits... 
but it also keeps you in- 
formed of what is going on 
in the companies whose 


37% points appreciation. 


shares are recommended in 
our Bulletins. Each secur- 
ity you buy on this advice 
is continuously supervised 
so you are never left in 











doubt as to your position. 








You can start on a profitable investment program now 
by acting on our two latest buys at undervalued 
prices. AND, at individual bargain levels, we will 
make further judicious selections including medium 
and low-priced stocks, which should be among coming 


market leaders . 
vestment programs: 


.. to round out three diversified in- 


PROGRAM ONE ... Stressing Security of Prin- 
cipal — Assured Income of 51% to 8% — 


With Appreciation. 


PROGRAM TWO...Dynamic Securities for 
Capital Building with Higher Dividend 


Potentials. 


PROGRAM THREE ...Low-Priced Stocks for 
Large Percentage Growth — Where a 
maximum number of shares may be 
purchased with limited capital. 
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Special Offer 

$60 
MONTHS’ 

12 SERVICE $100 





Complete service will start at 
once but date from June 30, 1953. 
Subscriptions to The Forecast 
are deductible for tax purposes. 


You will receive our 
weekly bulletins keeping you a step ahead of the 
crowd in relation to the securities markets, the action 
of the various stock groups, the outlook for business. 
under new government policies . . . as well as inter- 
pretation of the Dow Theory and our famous Supply 
—Demand Barometer. 


STRENGTHEN YOUR ACCOUNT — 
BE SURE TO GET OUR NEW ADVICES 


Enroll now and buy our latest recommendations before 
they score sharp advances. 

Send a list of your present holdings, twelve at a time, 
so we can analyze them promptly for you...telling you 
what should be retained and which you should sell. 
Using the funds released through sale of weaker issues, 
plus your cash reserves — you can purchase the 
highly promising situations we have just selected .. . 
and can be ready for coming opportunities as we point 
them out to you. 

The coupon below entitles you to an added month of 


service if you ENROLL NOW. 








Free SERVICE TO JUNE 30, 1953 
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margins slightly lower. Industry 
would benefit from ending of EPT. 
Long-term growth should con- 
tinue with population increase 
and new product increase. Second 
half profits should be on a par 
with first but total for year may 
run behind 1952. 

Building: Many cross-currents 
visible. Residential construction 
still very high but probably will 
decline moderately in final months. 
Higher cost of financing a factor 
but lower cost of some building 
materials an offsetting factor. In- 
crease in public works construc- 
tion of all kinds a sustaining ele- 
ment. Prices of new houses seem 
to have reached a peak. Generally, 
heavy construction should con- 
tinue active in second half. Lum- 
ber still in an unsatisfactory posi- 
tion. Profit margins variable from 
poor to good, depending on branch 
of industry. 

Steel: This will be a banner 
first half for the steel industry. 
Production varied from 95% to 
101% of capacity throughout. The 
industry has put into effect a few 
higher prices on selected items to 
cover higher costs. The principal 
difficulty revolves around forth- 
coming wage demands by the steel 
union. It is believed that a mod- 
erate wage increase will be the 
outcome. If this transpires, a 
higher price level for steel prod- 
ucts is likely to follow. Profits of 
the industry for the first half are 
at the highest for a similar period 
in recent years. The outlook for 
the second half depends to a large 
extent on the extent of steel de- 
mand by the automobile industry 
and manufacturers of consumers’ 
durables. The next few weeks will 
be critical, especially in the auto- 
mobile industry which is awaiting 
the final seasonal response by buy- 
ers to current competitive offer- 
ings. The amazing demand for 
steel continues to baffle all observ- 
ers. Unless there should be a 
sharp let-down in demand from 
the auto makers, the third quar- 
ter of the year should produce 
continued high operations. The 
fourth quarter outlook canot be 
determined at this time but a 
moderate let-down can be ex- 
pected. 

Automobile: This vital indus- 
try, largest manufacturing con- 
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sumer of basic materials, is in an 
unprecedented position. Produc- 
tion of motor cars and trucks for 
the first six months is estimated 
at 4 million units, compared with 
the previous peak of 3.9 million 
for the Jan.-June period of 1951. 
As far as it goes, this picture 
is positively brilliant. However, 
sales to individual buyers though 
exceptionally large apparently 
have not been keeping pace with 
actual production. Inventories of 
both new and used cars are 
claimed to be at a two-year peak 
and there has been some question 
recently as to the effect of higher 
money rates on installment cred- 
its for auto and truck purchases. 
Competitive conditions in the in- 
dustry are more marked than in 
recent years. Despite some doubts 
about the second half, the high 
employment rate and record na- 
tional income suggests that sales 
will not decline materially as long 
as these factors continue. At least, 
it is to be noted that the Chrysler 
cut in prices has thus far not been 
followed by the other large manu- 
facturers, indicating that the lat- 
ter are not too much concerned 
about the future volume of sales. 
Indications are that the year 1953 
will prove one of the most profit- 
able in the industry’s history, 
though the second half, relatively, 
probably will not be as good as 
the first. 
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Indeed a great deal of intrigue 
has been going on for a long time 
toward that end, and the United 
States would be the last to object 
to a British realization of her 
goal—but, not at our expense! Ex- 
tremely vulnerable, with Russia 
only 13 miles across the Bering 
Strait from Alaska, we cannot 
afford to take the risks that British 
statesmen advocate. Nor should 
we, for Britain’s weak position 
today is a realistic measure of the 
lack of wisdom of her leaders. We 
might well as why Britain her- 
self should pursue policies which 
have served her so ill these past 
forty years from World War I 
to date. 

And while asking for special 
advantages, they continue to in- 
trigue in a way that casts doubt 
on their intentions—on their ac- 
tions. 

We might well ask whether 
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Tito’s visit to England was more 
than purely social in the face of 
the press reports of “informal” 
negotiations now in progress be- 
tween diplomatic representatives 
of Belgrade and the Kremlin. It 
is suspicious to say the least, and 
creates harmful distrust where 
there should be faith and under- 
standing. We haven’t forgotten 
that Britain backed Tito against 
Mikhailovitch. 

Undoubtedly, shock and dismay 
and the need for explanation and 
clarification of the entire situa- 
tion is responsible for President 
Eisenhower’s call for a conference 
to be held in Bermuda, and why 
he has also invited France, whose 
interests abroad are just as crit- 
ical as Britain’s. 

All in all, the outburst in the 
House of Commons has brought 
us to a keen realization of the 
need for depending on ourselves. 
In fact, Mr. Atlee’s very words 
are bringing shouts of “I told you 
so” from various quarters. This 
sort of criticism fosters the kind 
of resentment that will bring at- 
tacks on the strong pro-British 
bloc in this country who will be 
accused of fostering the efforts 
we have made to pull British 
chestnuts out of the fire at the 
expense of our interests and pres- 
tige abroad. Our attempts to stand 
by Britain has resulted in distrust 
of our motives despite everything 
we have done to be helpful to the 
various countries. 

Indeed, the need to clear the air 
is self-evident. There must be a 
complete understanding between 
the United States and Britain if 
we are to work together. We can- 
not do so in an atmosphere of sus- 
picion and recrimination. The 
lack of harmony has made pos- 
sible one bloodless Russian victory 
after another, and we must put an 
end to it if we are to stop the 
Communists from swallowing the 
world. 





THE SOJOURNER 
By MARJORIE KINNAN RAWLINGS 


The story of Ase’s lifelong quest for 
his lost brother, of the various subtle 
betrayals that come to him—from his 
mother, from his wife and from his 
son, Nat—and of a strong good man’s 
eventual triumph, on the spiritual plane, 
over all these refeats, is told here with 
the warmth, the power, and the human 
understanding characteristic of this 
writer’s work at its glowing best. Here 
is a hero of real stature. The Sojourner 
is an epic book, a story of the eternal 
conflict between good and evil and of 
man’s search for his brother, which will 
move the reader deeply and unforget- 
tably. 
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An Important Message and Special Invitation 


To Investors With $20,000 Or More 


VERY investor in this year of opportunity under a constructive Adminis- 

tration is entitled to expect a substantial income from his securities plus 

sound growth of his capital. And . . . Investment Management Service, 
is carefully conducted to assure these results. 


In recognition of our capacity for supplying profitable, reliable super- 
vision, ours has become one of the fastest-growing services in America 
—with a 31% increase in clientele in 1952. Already this year we have 
received many new accounts from Peru to New York—and earned 
renewals from Wisconsin to Texas. 


When you join our Service every dollar of your investment capital will receive 
the continuous, personal supervision of a staff of authorities on all phases of 
investment—with a record of security management, which to our knowledge, is 
second to none. 


Our personal counsel is carefully planned to bring you maximum benefits. to 
relieve you of all worry and research—to be easy for you to follow—to keep 
vour capital in securities that do well and pay you well. 


Submit Your Investments For Our Review Without Obligation 


As a first step toward increasing your profits and income in 1953, we invite you 
to submit your security holdings if you have not already done so for our pre- 
liminary review—entirely without obligation—if they are worth $20,000 or more. 


Our survey will point out various of your less attractive holdings, and some of 
your securities to be retained only temporarily. It will tell you how our personal 
supervision can assist you to strengthen your diversification, income and the 
enhancement possibilities of your account. We will evaluate your list and quote 
an exact annual fee for our service. 


Merely send us a list of your securities in as complete detail as you care to give 
in regard to size of each commitment, purchase prices and your objectives. All 
information will be held in strict confidence. This offer is open only to respon- 
sible investors who are interested in learning more about our investment counsel. 


INVESTMENT MANAGEMENT SERVICE 


A division of Tue Macazine oF WALL STREET. A background of forty-four years of service. 
90 BROAD STREET NEW YORK 4, N. Y. 
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Allis-Chalmers Progress 


Sales Billed and Other Income 


Profit for Year 


Per Share of Commen Stock 
Preferred Dividends ($3.25 per share) 
Dividends Paid to Common Shareholders 
Per Share of Common Stock 


Profit Retained 
| All Taxes 
Wages and Salaries 
Total Assets 
_ Total Liabilities 
Net Worth 
Number of Employes 
Common Stock Outstanding 


(December 31) - 


(shares) 


Number of Common Shareholders 


CHIEF PRODUCTS 


Tractor Division: Farm Tractors, 


Graders, Motor Scrapers and Motor Wagons, 


1952 


$516,116,741 
24,457,855 
7.98 
877,860 
11,181,923 
4.00 
12,398,072 
50,001,972 
147,331,381 
359,497,576 
155,159,360 
204,338,216 
37,027 
2,955,339 
29,989 


195 


$459,269,6 26 
22,416,8 | 


8,890,028 

3. if 
12,367,506 
56,314,809 
135,018,335 
315,762,493 
127,708,738 
188,053,786 





Implements, Harvesters, Crawler Tractors, Motor 


General Machinery Division: Steam, hydraulic, marine and gas turbines; electric 
generators, motors. controls; steam condensers, transformers, switchgear, regulators, 
pumps, blowers, crushers, cement kilns, mining and processing machinery. 


Plants: West Allis, Wis. Springfield, Ill.; La Crosse, Wis.; Terre Haute, Ind.; Cedar 


Rapids, lowa; Norwood, Ohio; LaPorte, Ind.; Pittsburgh, Pa.; Boston, Mass.; Gadsden, 
Ala.; Oxnard, Calif.; Foreign: Eling, England; Essendine, England; Lachine, Quebec 


and St. Thomas, Ontario 


From the President's letter to a olders: 


“When present commitments on pital expenditures for 
modernization and expansion of faci¥™™s are finished, we 
will have, since 1946, expended just un@@ $100,000,000 on 
this program . . . This investment will H&™ j i 


As this is written, the overall economic outlook for 
does not appear favorable for setting new records. 4 
sales for January and February are only slightly below % 


approach 1952: results for the complete 1953 period. In any ™ 


event, 53 promises to be an interesting and active year.” 





President 


Copies of the Annual 
Report may be obtained 
by writing Allis-Chalmer 
Shareholder Relations 
Department, 1195 Sout 
70th St., Milwaukee 14, 
Wis. 
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Materials 


and operating 


expenses 


$294,325,533] | 


57% 

















salaries 





29% 


Wages and 


$147,331,381 











Dividends 
paid to 
shareholders 
$12,059,783 
2% 








10% 


All taxes 
$50,001,972 











Profit 
retained 








$12,398,072 
2% 
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